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EXECUTIVE SUMMARY
ARIZONA PUBLIC SERVICE COMPANY

DOCKET nos. E-01345A-16-0036 AND E-01345A-16-0123

Staff's testimony contains analysis and recommendations regarding Arizona Public Service
Company's ("APS") request for the elimination or waiver of certain compliance requirements.

Staff recommends the following:

The following Retail Electric Competition Rules be suspended until further order of
the Commission:
o
o

Annual Electric Competition Filing (Rl4-2-1613 (A)
Annual Consumer Information Label (R14-2-1617 (A), (C), and (G))

APS be granted a waiver of the annual report listing all existing Net Metering
Facilities, the inverter power rating or generator rating, die monthly amount of
energy delivered and the peak demand for each net metering facility as required by
R14-2-2308 but should continue to collect and maintain this information in
anticipation of providing it upon possible Staff request.

APS be relieved of the requirement included in Decision No. 68112, dated
September 9, 2005, ordering it to continue to participate in benchmarking studies
that compare its practices to other utilities in the industry and to provide that
benchmarking analysis to the Commission and Staff.

l
l
1APS be relieved of the requirement included in Decision No. 68645, dated April 12,

2006, ordering it to annually file with Docket Control reports that detail the load
shape of the participants served under experimental rates ET-2 and ECT-2.

APS be relieved of the requirement included in Decision No. 69569, dated May 21,
2007, ordering it to update the three Schedule 8 (bill estimation schedule) allocation
data sets it uses for estimating kph and kW for 1) Summer and Winter on-peak
energy usage percentages by customer classifications, 2) Load Factor percentages by
customer classifications and 3) Energy Usage kph per day by customer
classifications.

APS be relieved of the requirement that it file the report described in the Ordering
Paragraph found in Decision No. 70531, dated September 30, 2008, that it include in
its annual Renewable Energy Standard and Tariff ("REST") implementation plan
filing information describing, pursuant to the terms of the Solana Purchase Power
Agreement, the amount of any damage payment collected, the cause for the
collection and how the amount was calculated on page 22, lines 1-6.

APS be relieved of the requirement included in Decision No. 71244, dated August 6,
2009, ordering it to annually submit a report detailing the transmission plant or other
costs underlying the Transmission Cost Adjustor ("TCA") reset.



APS be relieved of the requirement included in Decision No. 71275, dated
September 17, 2009, ordering it to annually report the actual metered production of
performance meters installed at schools that received an up-front incentive to
purchase a renewable energy system and not report any phantom Renewable Energy
Credits in connection with those systems.

APS be relieved of the requirement included in Decision No. 71448, dated
December 30, 2009, ordering it to establish a carbon tracking mechanism designed
to track and set aside all carbon credits generated from its non-carbon emitting
generation fleet, including renewable energy and energy efficiency projects identified
in the Settlement Agreement.

APS be relieved of the requirement included in Decision No. 71448, dated
December 30, 2009, ordering it to, prior to the implementation of any off shoring of
jobs, file notice of its plans with the Commission.

APS be relieved of the requirement included in Decision No. 71958, dated
November 1, 2010, ordering it to notify the Commission as part of all future
Renewable Energy Standard ("RES") Implementation Plans, whether the inclusion
of the Freeport-McMoRan Bagdad, Inc. project in APS's commercial Distributed
Energy ("DE") program has precluded any other non-residendal renewable DE
system from receiving utility incentives.

a

APS be relieved of the requirement included in Decision No. 72022, dated
December 10, 2010, ordering it to file a one to two page RES summary dirt will
accompany the filings required in Arizona Administrative Code ("A.A.C.") R14-2-
1812 (Compliance Filings) and R14-2-1813 (Implementation Plans) and
PowerPoint presentation of the REST filing.

i
i

APS be relieved of the requirement included in Decision No. 72022, dated
December 10, 2010, ordering it to include, as part of future annual REST plan
filings, whether its af5liates, its employees or its directors have any financial or other
interest in renewable energy projects.

APS be relieved of the requirement that it file the report described in the Ordering
Paragraph found in Decision No. 72058, dated January 6, 2011, that it include in its
annual Renewable Energy Standard and Tariff ("REST") implementation plan filing
information describing, pursuant to the terms of the Perrin Ranch Purchase Power
Agreement, the amount of any damage payment collected, the cause for the
collection and how the amount was calculated on page 10, lines 25-28.

APS be relieved of the requirement included in Decision No. 72582, dated
September 15, 2011, ordering it to file annual reports, beginning in May 2012,
detailing the development of die Electric Vehicle ("EV") market with APS's service
territory.



APS be relieved of the requirement included in Decision No. 73089, dated April 4,
2012, ordering it to present an overview of its Annual DSM Progress Report to the
Commission at a spring (April or May) DSM Open Meeting to be scheduled within
60 days of APS Being its Annual DSM Progress Report on March 1 of each year.

APS be relieved of the requirement included in Decision No. 73089, dated April 4,
2012, ordering it to report the level of spending associated with non-energy
efficiency measures in the Appliance Recycling program as part of the included
information in its Annual DSM Progress Reports.

APS be relieved of the requirement included in Decision No. 73089 ordering it to
report detailed information on how savings from the Bid for Efficiency pilot
measure are verified as part of the included information in its Annual DSM Progress
Reports.

APS not be relieved of the requirement included in Decision No. 68112 ordering it
to conduct an audit of APS's kW and kph estimation, meter reading, and billing
practices, have the results certified by APS' Director of Regulatory Compliance and
provide those results to the Commission and Staff every three years.

APS not be relieved of the requirement included in Decision No. 71310, dated
October 30, 2009, ordering it to, in order to ensure that the key findings from the
Nuclear Performance Reporting Standard ("NPRS") for Palo Verde are highlighted
each year,  annually present those key findings to  the Commissioners at the
Commission's annual Summer Preparedness meeting.

APS not be relieved of the requirement included in Decision No. 71310 ordering it
to annually report the capacity factor ("CF") and associated information for its Palo
Verde units.

l

l
APS not be relieved of the requirement included in Decision No. 73089 ordering it
to include in its Annual DSM Progress Reports whether, and what type of, DSM
measures are installed by customers subsequent to the receipt of study or design
assistance incentives.

l
i

8
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Direct Rate Design Testimony of Matt Connolly
Docket No. E-01345A-16-0036 et. al.
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1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

A.3 My name is Matt Connolly. I am an Executive Consultant II employed by the Arizona

4

5

Corporation Commission ("ACC" or "Commission") in the Utilities Division ("Staff"). My

business address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q Briefly describe your responsibilities as an Executive Consultant II.

A.8

9

I provide information, analysis and support to Staff on utility-related filings, applications and

a variety of other utility-related matters.

10

11 Q. Please describe your educational background and professional experience.

A.12 I received a Bachelor of Arts Degree in History from Westminster College in Fulton,

13 Missouri.

14

15 Since joining the Commission in ]ume of 2014, I have participated in numerous cases and

16

17

regulatory proceedings involving electric, gas, water, and telecommunication utilities. I have

testified

18

on matters involving telecommunications applications for Certificates o f

Convenience and Necessity and a Rulemaking. Additionally, I have attended utility-related
1
1

19

20
l

I

21

22

seminars sponsored by the National Association of Regulatory Uti l ity Commissioners

("NARUC") and the National Regulatory Research Institute ("NRRI") on a variety of utility

regulation matters. I previously provided testimony regarding a request for elimination of

compliance requirements in Docket No. E-01933A-15-0322.1

23

1 See, Notice of Filing Staffs Direct Testimony Regarding Rate Design and Cost of Service, June 24, 2016, 1/1 /be mar/er of

/be a/JpMwfioI1 of T/aaron E/ec//if Power (b»//zany/br /be exfalzirbmenl o/.ju.r/ and rea.ro//ab/e Ra/ef and charge: de.r{g/zen' /0 rea5;e a
reaxo/mb/eRa/e ofrefz4r/1au Ibe./hir value zea/be pmpe/1ieJ of Tuaro/1 E/eu/ficPowerCompa/9 demo/ed /o i/.r operation: lbrougbou/ /he .flare of
A/iqo/za auf//br re/afea' up/Qmna/J.
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Q. As part of your employment responsibilities, were you assigned to review matters

contained in Docket No. E-01345A-16-0036?

A. Yes.

Q. What is the scope of your testimony in this case?

A. I am presenting Staffs analysis and recommendations in response to Arizona Public Service

Company's ("APS") request for the waiver or elimination of a number of compliance items.
l

l

l

l

COMPANY REQUESTED COMPLIANCE ITEMS TO BE ELIMINATED

Q. APS has requested to be re lieved of  compliance with cer ta in Retai l Elec tr ic

Competition Rules. Specifically, APS requests to be relieved of filing the report on

electric competitive services per the Annual Electric Competition Filing required by

R14-2-1613(A) and the Annual Consumer Information Label as required by R14-2-1617.

Does Staff believe APS should be granted this request?

A.

such as the uti l ity annual report and the annual IP ti l ing.

Yes. Staff notes that the Consumer Information Label is specifically addressed in R14-2-1617

(A), (C), and APS based its request on die fact that there is no electric competition in

Arizona at this time, and thus the reason for the required filings no longer exists, and the

inforrnadon provided in the required reports can already be found in other required reports

Staff agrees with APS and

recommends that the requirement for the filings discussed above be suspended for APS until

further order of the Commission.

l

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

221
1
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1 Q.

2

3

4

5

APS has requested to be relieved of the requirement that it file an annual report listing

all existing Net Metering Facilities, the inverter power rating or generator rating, the

monthly amount of energy delivered and the peak demand for each net metering

facility as required by R14-2-2308. Does Staff believe APS should be granted this

request?

A .6 Yes, with a caveat. APS states that as of December 31, 2015, it has had over 40,500 net

7 APS believes themetering connections, including both residential and non-residendal.

8

9

10

l l
l

12

information provided in this report is redundant, and the annual compliance reports it

currently provides under the Renewable Energy Standard and Tariff Rules provide similarly

substantial information. Staff believes APS should be granted a waiver of the R14-2-2308

requirement to file the annual report but should continue to collect and maintain this

information in anticipation of providing it upon possible Staff request.

13

14 Q.

15

16

17

18

19

20

21

APS has requested to be relieved of the requirement included in Decision No. 70531,

dated September 30, 2008, that it include in its annual Renewable Energy Standard

and Tariff ("REST") implementation plan tiling information describing, pursuant to

the terms of the Solana Purchase Power Agreement, the amount of any damage

payment collected, the cause for the collection and how the amount was calculated.

APS states this is a redundant requirement as Decision No. 72022, dated December

10, 2010, orders APS to report any damages or other considerations received as a result

of REST PPA contract non-compliance. Does Staff believe APS should be granted
r

l

E 22l

A.23

24

25

26

this request?

The language of Decision No. 72022 orders APS to include, as part of future annual REST

plan filings, a list of any cases within die previous three calendar years where APS has

received damages or other considerations as a result of non-compliance related to REST

contracts. Staff agrees wide APS that this is a redundant requirement when compared with
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the ordering language from Decision No. 70531 and believes APS should be relieved of this

requirement.

Q. APS has requested to be relieved of the requirement included in Decision No. 72058,

dated December 16, 2011, that it include in its annual REST implementation plan

filing information describing, pursuant to the terms of the Perrin Ranch Purchase

Power Agreement, the amount of any damage payment collected, the cause for the

collection and how the amount was calculated. APS states this is a redundant

requirement as Decision No. 72022, dated December 10, 2010, orders APS to report

any damages or other considerations received as a result of REST PPA contract non-

compliance. Does Staff believe APS should be granted this request?

A. The language of Decision No. 72022 orders APS to include, as part of future annual REST

plan filings, a list of any cases within the previous three calendar years where APS has

received damages or other considerations as a result of non-compliance related to REST

contracts. Staff agrees with APS dirt dais is a redundant requirement when compared with

the ordering language from Decision No. 72058, and believes APS should be relieved of this

requirement.

l

2

3

4

5

6

7

8

9

10

l

12

13

14

15

16

17

18

l

l

I
l
1
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l Q

2

3

4

5

6

7

8

9

APS has requested to be relieved of the requirement included in Decision No. 71275,

dated September 17, 2009, ordering it to annually report the actual metered production

of performance meters installed at schools that received an up-front incentive ("UFI")

to purchase a renewable energy system and not report any phantom Renewable

Energy Credits in connection with those systems. APS states these systems were all

installed in 2010 in accordance with the program where residential incentive funds

were transferred to school projects and that this requirement is now redundant as APS

is required to report only actual production after the first year for all projects. Does

Staff believe APS should be granted this request?

10 A.

l

12

13

14

15

16

17

18

19

Yes. In response to a Staff informal data request, APS clarified that the redundant reporting

refers to Paragraph 32 in Decision No.72737 Qanuary 18, 2012), where the Commission

required APS to report actual annual production of grid-tied photovoltaic systems after the

year in which the system was installed. APS goes on to state that it was required to report

actual annual producion for die grid-tied photovoltaic systems installed as a result of the

2009 School UFI program because, at the time, APS did not meter all systems and today,

photovoltaic systems have production meters installed, and actual annual production is

reported for all metered systems for compliance purposes. Staff agrees with APS's reasoning,

that the reporting requirement in Decision No. 71275 is therefore now redundant and

recommends Mat this compliance relief request be granted.

20

21 Q .

22

23

APS has requested to be relieved of the requirement included in Decision No. 71244,

dated Augus t 6 , 2009, o rder ing i t  to  annua lly submit a  repor t de ta i ling the

transmission plant or other costs underlying the Transmission Cost Adjustor ("TCA")

24 reset. The report is broken down by the projects and the Operation and Maintenance
I

I
P
p.

25

i 26

related to those projects along with any other information that would help the

Commission and ratepayers determine how and where the TCA funds are spent. The
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l

2

3

4

report also includes the projects and operation and maintenance expense that APS

believes will be included in the following year's TCA reset. APS states that this report

was made redundant by the reporting requirements contained in Decision Nos.73262

and 73183. Does Staff believe APS should be granted this request?

A.5 Yes.

6

7

8 Section XIII, Transmission Cost Adjustment

9

10

11

12

13

14

15

16

17

18

19

20

21

Decision No. 71244 requires APS to prepare a report each year detailing the

transmission plant or other costs underlying die TCA reset request, and docket the report

with APS's application for a TCA reset. Decision No. 73183, dated May 24, 2012, includes a

Settlement Agreement, labeled Exhibit A.

Mechanism, 13.3 of Exhibit A requires APS to file a notice wide Docket Control dirt includes

its revised TCA tariff, along with a copy of its FERC information filing of its annual update

of transmission service rates pursuant to its Open Access Transmission tariff ("OATT").

This notice is to be filed with the Commission by May 15 of each year. Additionally, Page 7,

Lines 1-3 in Decision No. 73262, dated July 30, 2012, requires APS to include in its annual

filing to update its Adjustment Schedule TCA-1 a summary sheet containing die numerical

inputs to the new TCA-1 rates as listed in Finding of Fact No. 5. Finding of Fact No. 5 states

that these numerical inputs should include the information contained in the tables in Decision

No. 73262 as well as the revenue requirement and billing determinant information for the

four customer groups found in TCA-1. The tables in Decision No. 73262 include the

transmission costs embedded in base rates, the current and proposed TCA rates and the

difference in the two TCA rates. In response to an infonnal Staff Data Request, APS states

that the supporting data required by diesel decisions include the same data required by the

22 reporting requirement in Decision No. 71244 and therefore believes that the initial

23

24

25

compliance requirement (in Decision No. 71244) is now redundant. Staff agrees with APS

that this is a redundant requirement when compared with the ordering language from

Decision No. 71244 and believes APS should be relieved of this requirement.

26
l
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l Q.

2

3 are

4

5 APS states that this

APS has requested to be relieved of the requirement included in Decision No. 71310,

dated October 30, 2009, ordering it to, in order to ensure that the key findings from

the Nuclear Performance Reporting Standard ("NPRS") for Palo Verde

highlighted each year, annually present those key findings to the Commissioners at

the Commission's annual Summer Preparedness meeting.

6

7

requirement is redundant as APS's Summer Preparedness presentations provide an

overview of all APS's generating plants. Does Staff believe APS should be granted

8 this request?

9 A.

10

l

12

13

14

15

16

17

18

19

20

21

No. In APS's most recent summer 2016 Energy Preparedness Special Open Meeting

Presentation ("Presentation"), a single page dedicated to Palo Verde includes inforniadon

regarding fuel souring and an overall station capacity factor for 2015. APS filed its most

recent NPRS in Docket E01345A-09_0506 on January 27, 2016. This NPRS includes

detailed information such as the capacity factor calculations for each generating unit, capacity

unit forecasts, discussion of any known and/or anticipated extraordinary events or equipment

problems that could reduce the capacity factor and discussion of any regulatory issues that

could reduce capacity factors. The only other discussion M die Presentation regarding

generating plants is a single page discussing coal supply to the Four Corners and Cholla

Power Plants. Given that APS is actually only reporting on one key NPRS finding, the

overall station capacity factor, and the reason the Presentation provides an overview of all

APS's generating plants is because it includes mention of Palo Verde, Staff believes this

compliance request should be denied.

22

23 Q. APS has requested to be relieved of the requirement included in Decision No. 68112,

24

25

26

dated September 9, 2005, ordering it to continue to participate in benchmarking

studies that compare its practices to other utilities in the industry and to provide that

APS states that thisbenchmarking analysis to the Commission and Staff.
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1

2

3

4

requirement is no longer necessary as APS representatives participate in industry

associations and working groups that regularly share information on these issues and

benchmarking studies do not provide any additional information. Does Staff believe

APS should be granted this request?

5 A.

6

7

o n

8

9

10

11

12

13

14

Yes. In response to a Staff informal data request, APS stated it last filed a Benchmarking

Study in this matter on May 28, 2008. APS also stated it participates in various industry

associations and worldng groups that include the Edison Electric Institute (EEl) and

Chartwell, a utility industry information provider, which provides platforms for collaboration

a variety of specific issues including customer billing and that it regularly participates in

benchmarking studies and other information sharing forums with both of these associations.

Staff is of die opinion that since the Commission has not held APS to the requirement that it

continue to provide a benchmarking analysis, this requirement is no longer active.

Additionally, as Staff is recommending that APS continue to provide an audit of APS's kW

and kph estimation, meter reading, and billing practices (see below), a benchmarking analysis

is unnecessary.15

16

l
l

I

i
i
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l Q.

2

3

4

5

6

7

8

APS has requested to be relieved of the requirement included in Decision No. 68112,

dated September 9, 2005, ordering it to conduct an audit of  APS's kW and kph

estimation, meter reading, and billing practices, have the results certified by APS's

Director of Regulatory Compliance and provide those results to the Commission and

Staff every three years. APS states that the audits are no longer necessary as three (3)

consecutive audits have shown APS's practices are robust and function as intended

and the audits  have found no s ignif icant issues needing review or  additional

discussion. Does Staff believe APS should be granted this request?

A.9

10

11

No. Staff is of the opinion that aNs requirement should remain in place to ensure APS's

estimation, meter reading billing practices do not degrade as a result of the implementation of

APS's new billing system.

12

13 Q
1
1

14

15

16

17

18

APS has requested to be relieved of the requirement included in Decision No. 68645,

dated April 12, 2006, ordering it to annually file with Docket Control reports that detail

the load shape of the participants served under experimental rates ET-2 and ECT-2.

APS states that specific reporting is no longer necessary as the ET-2 and ECT-2 rates

are now permanent and addressed in general rate cases. Does Staff believe APS

should be granted this request?

A.19

20

Yes. Staff has the option and ability to request load shapes from APS at any time it

determines it requires this information.

21

22 Q.

23

24

25

26

APS has requested to be relieved of the requirement included in Decision No. 69569,

dated May 21, 2007, ordering it to update the three Schedule 8 (bill estimation

schedule) allocation data sets it uses for estimating kph and kW for 1) Summer and

Winter on-peak energy usage percentages by customer classifications, 2) Load Factor

percentages by customer c lassif ications and 3) Energy Usage kph per day by

i.
ziI..
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1

2

3

4

5

6

7

customer classifications. Updates were ordered to occur through general rate case or

tariff filings, whichever comes first, within three months of any changes in these data

that are greater than 5 percent as determined by APS's annual Load Research data.

APS states that this requirement is no longer necessary as the allocation data have

only changed once by more than 5 percent since the bill estimation procedures were

developed and there is no reason to expect they will change significantly in the future.

Does Staff believe APS should be granted this request?

A.8 Yes. On December 3, 2015, APS filed an application in Docket No. E-01345A-15-0386 to

9 revise its Service Schedule 8 Bill Estimation in order to conform with the standard

10

11

12

13

14

15

16

17

methodology used in its new customer information and billing system software. This

application was subsequent approved per Decision No. 75752, dated September 19, 2016.

In response to Staffs question concerning the impact of Decision No. 75752 on this

compliance relief request, APS indicated it believes that with the implementation of its new

customer information system APS will no longer use allocation data in the estimation process

and that Decision No. 75752 makes this requirement irrelevant as a revised Schedule 8 for

Bill Estimation has been approved and will take effect in March of 2017. Staff agrees with

APS and believes the requirement included in Decision No. 69569 should be eliminated.

18

19 Q.

20

21

22

23

APS has requested to be relieved of the requirement included in Decision No. 71310,

dated October 30, 2009, ordering it to annually report the capacity factor ("CF") and

associated information for its Palo Verde units. APS states that reporting on CF is no

longer necessary as the capacity factor at Palo Verde has improved steadily since the

standard was developed. Does Staff believe APS should be granted this request?

24 A.

25

26

No. The requirement ordered in Decision No. 71310 was, according to the Findings of Fact

in this Order, put in place so that the Commission would be able to have the necessary

information in order to determine if underperformance problems at the Palo Verde Nuclear
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l It wasPower Plant may be attributed to imprudence or poor management decisions.

2 determined that the Nuclear Performance Reporting Standard would provide such

3

4

5

6

7

8

9

10

11

information. In response to an informal Staff data request, APS stated that the Commission

and ACC Staff have many opportunities to monitor Palo Verde's performance, most notably

die daily status report produced by Palo Verde that is provided each day to ACC Staff

engineers, and that APS also provides status reports to the Commission and Staff in the

Commission's Summer Preparedness Open Meeting, the Resource Planning dockets, in rate

cases, and through regularly scheduled individual conversations with Commissioners and

other Commission personnel. APS goes on to state that it seeks to eliminate only die annual

report currently required by the NPRS, as this specific information is provided in many other

forums as detailed above. As indicated earlier, APS filed its most recent NPRS in Docket E-

12

13

1 4

15

16

01345A-09-0506 on January 27, 2016, and this NPRS includes detailed information such as

die capacity factor calculations for each generating unit, capacity unit forecasts, discussion of

any known and/or anticipated extraordinary events or equipment problems that could reduce

the capacity factor and discussion of any regulatory issues that could reduce capacity factors.

It is StafFs view that while, in the view of APS, all of the aforementioned Palo Verde

17

18

19

2 0

21

performance information may appear to eliminate the need for the NPRS, the performance

information is being provided for specific purposes or to meet the requirements of specific

events such as a rate case. Additionally, as Palo Verde could be regarded as the flagship of

APS's operations as well as carrying the inherent safety concerns of a working nuclear power

plant, Staff does not believe over reporting can be an issue with Palo Verde. Staff

22 recommends this request be denied.

23

2 4 Q .

25

26

APS has requested to be relieved of the requirement included in Decision No. 71448,

dated December 30, 2009, ordering it to, prior to the implementation of any off-

shoring of jobs, file notice of its plans with the Commission. The notice is to include
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1

2

3

4

5

6

an analysis demonstrating the need for the off-shoring as well as the other cost

cutting measures APS undertook to reduce expenses prior to Bling its off-shoring plan

with the Commission. APS states that the compliance requirement was put into place

at a time when some Arizona utilities were reporting to be considering off-shoring

certain technical operations and was intended to be a preventive measure. Does Staff

believe APS should be granted this request?

7 A. Yes. In response to a Staff informal data request, APS stated that it does not, has not, and

8

9

10

does not intend to replace full-time employees wide any off-shored positions and therefore,

this reporting requirement is unnecessary. Staff has no evidence to believe otherwise and

recommends this compliance request be granted.

l

12 Q. APS has requested to be relieved of the requirement included in Decision No. 71448,

13

14

15

16

17

18

19

20

dated December 30, 2009, ordering it to establish a carbon tracking mechanism

designed to track and set aside all carbon credits generated from its non-carbon

emitting generation fleet, including renewable energy and energy efficiency projects

identified in the Settlement Agreement. A report on the tracking mechanism, and any

potential for trading of the credits contained within it, is to be filed annually with the

Commission. APS states that this requirement is no longer necessary as it was set in

time when it appeared likely that a federal carbon pricing or cap-and-trade policy

would be enacted but with the implementation of the Clean Power Plan (Plan), no

21 additional policies are expected. Does Staff believe APS should be granted this

22

A.23

24

25

26

request?

Yes. In response to a Staff informal data request, APS indicated that it only participates M

the purchase and surrender of carbon credits when making opportunity wholesale energy

sales into California and that APS must purchase carbon credits to support day-ahead or

Energy Imbalance Market opportunity wholesale energy sales into California, and then



Direct Rate Design Testimony of Matt Connolly
Docket No. E-01545A-16-0036 et. al.
Page 13

1

2

3

4

surrender those carbon credits to the California Air Resources Board (CARB) at the mc of

the transaction. APS reiterated that given the current status of the Plan, and the probable

upcoming changes to the Plan, it is unlikely that any national market will develop in the

future. Staff agrees with APS and believes the requirement included in Decision No. 71448,

should be eliminated.5

6

7 Q.

8

9

10

11

12

13

14

i

APS has requested to be relieved of the requirement included in Decision No. 71958,

dated November 1, 2010, ordering it to notify the Commission as part of all future

REST Implementation Plans, whether the inc lus ion of  the Freeport-McMoRan

Bagdad, Inc. project in APS's commercial Distributed Energy ("DE") program has

precluded any other non-residential renewable DE system from receiving utility

incentives because APS is already in compliance with its non-residential renewable

DE requirements as a result of having signed the Solar Agreement with Freeport-

McMoRan Bagdad, Inc. If  APS f inds that commercial DE projects will be or were

precluded, APS will also be required to request from the Commission, in future REST

Implementation Plans, additional funding for the commercial systems that would

otherwise be precluded. APS states that this requirement is no longer necessary as

the Commission has eliminated incentives for commercial distributed generation

systems; therefore, the project can no longer preclude the receipt of incentives. Does

Staff believe APS should be granted this request?

1A. Yes. Staff agrees with the reasoning APS provides.

Q

15

16

17

18

19

20

21

22

23

24

25

26

APS has requested to be relieved of the requirement included in Decision No. 72022,

dated December 10, 2010, ordering it to file a one to two page REST summary that

will accompany the filings required in Arizona Administrative Code ("A.A.C.") R14-2-

1812 (Compliance Filings) and R14-2-1813 (Implementation Plans) and a PowerPoint

l

P

r
i
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1 APS states that when this requirement was

2

3

4

5

presentation of  the REST f i ling.

instituted, APS's REST filings were large and complicated and current Plans only

request a continuation of existing programs (no new programs), are only six (6) to

seven (7) pages in length overall and contain executive summaries. Does Staff believe

APS should be granted this request?

A .6

7

8

Yes. In response to Staffs informal data request, APS stated that the elimination of the

summaries will not eliminate any information, as all information contained in the summaries

is also contained in the fling itself. Staff agrees with the reasoning APS provides.

9

10 Q.

l

12

13

14

15

16

17

APS has requested to be relieved of the requirement included in Decision No. 72022,

dated December 10, 2010, ordering it to include, as part of future annual REST plan

filings, whether its affiliates, its employees or its directors have any financial or other

interest in renewable energy projects. APS states that the status of the renewable

energy markets have evolved since this requirement was instituted. Since APS owns

distributed generation currently, and new incentives are not available, there is no

longer any conflict of interest concern. Does Staff believe APS should be granted this

request?

A.18

19

Yes. Staff agrees with the reasoning APS provides. Staff has the option and ability to request

this information from APS at any time.

20

21 Q.

22

|
23

i

I

24

25

APS has requested to be relieved of the requirement included in Decision No. 72582,

dated September 15, 2011, ordering it to file annual reports, beginning in May 2012,

detailing the development of the Electric Vehicle ("EV") market within APS's service

territory. APS states that its application in Docket No. R-01345A-10-01232 was

intended to compliment the Department of Energy's EV Project, which APS claims

2 Ir: The Matter 0fAfz{onaPub/is .Semi¢e Con/pa/gy if App/i¢a!ionfor Appmua/ ofPropo.fed E/ertfir Vebir/e Readiness Demon;/ration
Pnject.
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has since run its course. APS also states that the EV market today advances mainly

through private endeavor and thus this report is no longer necessary. Does Staff

believe APS should be granted this request?

A. Yes.Staff agrees with the reasoning APS provides.

Q.

i

APS has requested to be relieved of the requirement included in Decision No. 73089,

dated April 4, 2012, ordering it to present an overview of its Annual Demand Side

Management ("DSM") Progress Report to the Commission at a Spring (April or May)

DSM Open Meeting to be scheduled within 60 days of APS filing its Annual DSM

Progress Report on March 1 of each year. APS states that since this requirement was

instituted, the Commission has declined to change the EE rules and the Company

now uses Staf fs  cost-benef it methodology thus this  presentation is  no longer

necessary. Does Staff believe APS should be granted this request?

A. Yes. Staff agrees with the reasoning APS provides.

Q. APS has requested to be relieved of the requirement included in Decision No. 73089,

dated April 3, 2012, ordering it to include in its Annual DSM Progress Reports

whether, and what type of, DSM measures are installed by customers subsequent to

the receipt of study or design assistance incentives. APS states that this requirement

was intended to ensure that study/design expenses were justif ied by the customer

actually installing recommended measures and that reports continue to support the

conclusion that study expenses lead to customer projects therefore making this

reporting no longer necessary. Does Staff believe APS should be granted this request?

A . No. Staff believes evaluation of DSM programs and measures are a continuing and ongoing

process and elimination of this reporting is premature.

l

2

3

4

5

6

7

8

9

10

l l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26
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1 Q.

2

3

4

5

6

APS has requested to be relieved of the requirement included in Decision No. 73089,

dated April 4, 2012, ordering it to report the level of spending associated with non-

energy ef f ic iency measures in the Appliance Recycling program as part of  the

included information in its Annual DSM Progress Reports. APS states that the

Appliance Recycling program has been terminated. Does Staff believe APS should be

granted this request?

7 A. Yes. Staff believes Mat APS can be relieved of this requirement until such time that die

8 Appliance Recycling Program is resurrected.

9

10 Q.

l l

12

13

14

15

APS has requested to be relieved of the requirement included in Decision No. 73089,

dated April 4, 2012, ordering it to report detailed information on how savings from the

Bid for Efficiency pilot measure are verified as part of the included information in its

Annual DSM Progress Reports. APS states that the Bid for Efficiency pilot program

was never implemented and therefore this requirement is not necessary. Does Staff

believe APS should be granted this request?

A.16

l

17

18

19

20

21

22

23

I 24

25

Yes. In response to a Staff informal data request, APS revealed that in the latter part of 2012,

when evaluating information from potential contractor responses to an APS Request For

Information, APS found that even the least costly bids would be significantly more expensive

than simply incorporating the concepts of the program into already e>dsting DSM custom

measures. APS also stated that in addition, the cost effectiveness evaluations on the program

as proposed by the contractors showed a Societal Cost Test ratio of less than 1. And

therefore, APS did not pursue the Bid for Efficiency program as a standalone measure, but

rather treated these applications as custom measures in the existing Solutions for Business

program. Staff believes APS's explanation to be reasonable and recommends that this

compliance relief request be granted.

26
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l SUMMARY OF RECOMMENDATIONS

2 Q . What are Staffs Recommendations in the testimony presented here?

A.3

4

Regarding APS's proposed request for the waiver or elimination of certain compliance items,

Staff recommends the following:

5

6

7

The following Retail Electric Competition Rules be suspended until further order of

the Commission:

8 o

9 o

Annual Electric Competition Filing (RI4-2-1613 (A))

Annual Consumer Information Label (R14-2-1617 (A), (C), (D) and

10

11
9

12

13

14

APS be granted a waiver of the annual report listing all existing Net Metering

Facilities, the inverter power rating or generator rating, the monthly amount of energy

delivered and the peak demand for each net metering facility as required by R14-2-

2308 but should continue to collect and maintain this information in anticipation of

providing it upon possible Staff request.15

16

17

18

19

lI 20

APS be relieved of the requirement included in Decision No. 68112, dated September

9, 2005, ordering it to continue to participate in benchmarking studies that compare

its practices to other utilities in the industry and to provide that benchmarking

analysis to the Commission and Staff.
I

21

22

23

24

APS be relieved of the requirement included in Decision No. 68645, dated April 12,

2006, ordering it to annually file with Docket Control reports that detail the load

shape of the participants served under experimental rates ET-2 and ECT-2.

25

26

27

APS be relieved of the requirement included in Decision No. 69569, dated May 21,

2007, ordering it to update the three Schedule 8 (bill estimation schedule) allocation
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l

2

3

data sets it uses for estimating kph and kW for 1) Summer and Winter on-peak

energy usage percentages by customer classifications, 2) Load Factor percentages by

customer classifications and 3) Energy Usage kph per day by customer

4 classifications.

5

6

7

8

9

10

11

APS be relieved of the requirement that it file the report described in the Ordering

Paragraph found in Decision No. 70531 that it include in its annual Renewable

Energy Standard and Tariff ("REST") implementation plan filing information

describing, pursuant to the terms of the Solana Purchase Power Agreement, the

amount of any damage payment collected, the cause for the collection and how the

amount was calculated on page 22, lines 1-6.

12

13

14

15
l
l

16

APS be relieved of the requirement included in Decision No. 71275, dated September

17, 2009, ordering it to annually report the actual metered production of performance

meters installed at schools that received an up-front incentive to purchase a renewable

energy system and not report any phantom Renewable Energy Credits in connection

with those systems.17

18

19

20

21

1 22

APS be relieved of the requirement included in Decision No. 71448, dated December

30, 2009, ordering it to establish a carbon tracking mechanism designed to track and

set aside all carbon credits generated from its non-carbon emitting generation fleet,

including renewable energy and energy efficiency projects identified in the Settlement

23 Agreement.

24

25

26

27

APS be relieved of the requirement included in Decision No. 71448, dated December

30, 2009, ordering it to, prior to die implementation of any off-shoring of jobs, tile

notice of its plans with the Commission.
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l

2

3

4

5

APS be relieved of the requirement included in Decision No. 71958, dated November

1, 2010, ordering it to notify the Commission as part of all future REST, whether the

inclusion of the Freeport-McMoRan Bagdad, Inc. project in APS's commercial

Distr ibuted Energy ("DE") program has precluded any other non-residential

renewable DE system from receiving utility incentives.

6

7

8

9

10
l

1
9
il l

APS be relieved of the requirement included in Decision No. 72022, dated December

10, 2010, ordering it to file a one to two page RETS summary that will accompany the

filings required in Arizona Administrative Code ("A.A.C.") R14-2-1812 (Compliance

Filings) and R14-2-1813 (Implementation Plans) and a PowerPoint presentation of

the REST filing.

12

13

14

15

16

APS be relieved of the requirement included in Decision No. 72022, dated December

10, 2010, ordering it to include, as part of future annual REST plan filings, whether its

affiliates, its employees or its directors have any financial or odder interest in

renewable energy projects.

17
I

I

)

18
I
i

19

20

APS be relieved of the requirement that it file the report described in the Ordering

Paragraph found in Decision No. 72058 that it include in its annual Renewable

Energy Standard and Tariff ("REST") implementation plan fi l ing information

21 describing, pursuant to the terms of the Perrin Ranch Purchase Power Agreement,

22

23

the amount of any damage payment collected, the cause for the collection and how

the amount was calculated on page 10, lines 25-28.

24
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1

2

3

APS be relieved of die requirement included in Decision No. 72582, dated September

15, 2011, ordering it to file annual reports, beginning in May 2012, detailing the

development of the Electric Vehicle ("EV") market within APS's service territory.

4

5 APS be relieved of the requirement included in Decision No. 73089, dated April 4,

6

7

8

2012, ordering it to present an overview of its Annual DSM Progress Report to the

Commission at a spring (April or May) DSM Open Meeting to be scheduled within 60

days of APS filing its Annual DSM Progress Report on March 1 of each year.

9

10

11

12

13

APS be relieved of the requirement included in Decision No. 73089, dated April 4,

2012, ordering it to report the level of spending associated with non-energy efficiency

measures in the Appliance Recycling program as part of the included information in

its Annual DSM Progress Reports.

14

15 APS be relieved of the requirement included in Decision No. 73089, dated April 4,

16 2012, ordering it to report detailed information on how savings from the Bid for

17 Efficiency pilot measure are verified as part of the included information in its Annual

18 DSM Progress Reports.

19

20

21

22

23

24

APS not be relieved of the requirement included in Decision No. 68112, dated

September 9, 2005, ordering it to conduct an audit of APS's kW and kph estimation,

meter reading, and billing practices, have the results certified by APS' Director of

Regulatory Compliance and provide those results to the Commission and Staff every

three years.

25

1

11
1
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APS not be relieved of die requirement included in Decision No. 71310, dated

October 30, 2009, ordering it to, in order to ensure that the key findings from the

Nuclear Performance Reporting Standard ("NPRS") for Palo Verde are highlighted

each year, annually present those key findings to the Commissioners at die

Commission's annual Summer Preparedness meeting.

APS not be relieved of die requirement included in Decision No. 71310, dated

()October 30, 2009, ordering it to annually report the capacity factor ("CF") and

associated information for its Palo Verde units.

APS not be relieved of the requirement included in Decision No. 73089, dated April

3, 2012, ordering it to include in its Annual DSM Progress Reports whether, and what

type of, DSM measures are installed by customers subsequent to the receipt of study

or design assistance incentives.
ll
1
l

Q . Does this conclude Staffs direct rate design testimony?

1

2

3

4

5

6

7

8

9

10

l l

12

13

14

15

16

17 A. Yes, it does.
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EXECUTIVE SUMMARY
ARIZONA PUBLIC SERVICE COMPANY

DOCKET nos. E-01345A-16-0036 AND E-01345A-16-0123
DIRECT RATE DESIGN TESTIMONY OF

STAFF WITNESS RALPH c. SMITH

l

l
l

l

Mr. Smith's direct testimony on rate design on behalf of the Arizona Corporation
Commission Utilities Division Staff ("Staff') reviews Arizona Public Service Company's ("APS" or
"Company") proposals for cost of service, revenue allocation, and rate design. Mr. Smith also
addresses the rates proposed by APS for Service Schedule 1 and for Service Schedule 9, the APS-
proposed Economic Development rate discount program. His rate design testimony also addresses
the APS-proposed modifications to various rate surcharge mechanisms, including the Lost Fixed
Cost Recovery mechanism ("LFCR"), the Environmental Improvement Surcharge ("ElS"), and the
Transmission Cost Adjustment ("TCA"). Finally, Mr. Smith's testimony also addresses the current
AG-1 program of APS and other rate design issues referred to this docket relating to AMI Meters.

i
r

Mr. Smith's testimony begins by discussing Staffs Rate Design Plan. Mr. Smith discusses
the fact that utilities that have installed AMI often develop meter data management systems that
allow for the extraction of energy and demand data for billing purposes. This is becoming more
important because residential customers are increasingly becoming non-homogenous wide
differences in how they obtain energy (distributed generation and other forms) and different
lifestyles, demographics, and work patterns. Staff's rate plan has been informed by recent rate cases
of other utilities including UNS Electric, Inc. and Tucson Electric Power Company. It has also been
informed by the Commission's Investigation of the Value and Cost of Distributed Generation. Rate
design options should recognize the concepts of individual customer characteristics, energy,
demand, Time of Use ("TOU") and seasonality characteristics. AH customers should have a choice
of rate plans and should receive education on those various rate plans so that they can make an
informed choice about which rate plan works best for them. Customer education is critical because
of significant customer confusion regarding demand rates and other new rate design concepts that
are now possible because of advanced metering.

APS's current residential rate offerings include a standard two-part rate (E-12) (which has
about 480,000 customers). APS has also been very successful wide residential customer voluntary
participation in TOU rates and demand-based rates. APS currency has approximately 450,000
residential customers participating in its TOU rates (ET-1 which is frozen and uses a ram to rpm
peak and ET-2, which is open to new customers and has a noon to rpm peak). APS also has
approximately 120,000 residential customers participating in three-part rates that include a demand
charge. APS's current three-part residential rates include ECT-1R, which is frozen and uses a ram
to rpm peak and ECT-2, which is open to new customers and has a noon to rpm peak. Three-part
residential rates are not new to APS. APS has offered a three-part demand rate to residential
customers for more than 35 years and is currently serving approximately 120,000 customers on the
rate.

Staff recommends Mat APS should conduct an informational and educational campaign,
including providing all residential and small general service customers having AMI meters with dieir
monthly On-Peak and Off-Peak demands. Staff recommends that the Company offer customers
access to their usage information through a website or other means of access. The Company should
also develop an education program to help customers understand their usage information and how



customers can manage their usage and change the size of their bills by voluntarily selecting an
alternative to a traditional two-part electric service tariff.

Staff's Rate Design Plan includes the continuation of Two Part Rates which include the
Basic Service Charge and an Energy Rate. The Energy Rate may be based upon TOU. Staffs Plan
also includes Three Part Rates which consists of a Basic Service Charge, an Energy Rate and a
Demand Rate. Again the Energy Rate under the Three Part Rate incorporates TOU. Time of Use
Rates incorporate die concept of off peak and on peak pricing which gives the customer the ability
to lower his energy bills by using more energy during off peak periods. A Demand Charge reflects
the customer's peak usage during a pardcudar period of time when the demand on the system is at its
highest. All of Staffs rate design proposals are optional and left to customer choice. APS currently
has a successful Three Part Rate offering. Staff recommends that APS continue to offer Three Part
Rates but on a voluntary basis as it has done in the past. Staff also presents General Service Rates,
based on adjusting APS's existing rates (other than rates being eliminated) to produce the Staff
adjusted cost of service.

Staff recommends that the Company's residential rates be consolidated into updated rate
structures consisting of a Two-Part rate for very small residential customers (similar to the APS
proposed Rate R-XS, but with the threshold to be determined), a standard Two-Part Rate (similar to
existing rate E-12 but wide a higher customer Basic Service Charge and the rate components
updated to reflect the cost of service), a Two-Part Time of Use rate (similar to existing rate ET-2
with a customer Basic Service Charge lower Dian die updated rate E-12, and die rate components
updated to reflect the cost of service, and two Three-Part rates similar to the APS-proposed R-2 and
R-3. The specific details of these residential rates structures have not been developed, and would
need to be tested for customer impacts prior to being approved and implemented. Staff supports
updating the on-peak and off-peak usage hours for the existing TOU and Three-Part Rates.

l

l

l
I

Staff believes there is a disconnect in the way the Basic Service Charge is calculated in the
existing rate structures. Subject to analysis of customers bill impacts and the concept of gradualism,
Staff recommends that an optimal rate structure would have a higher Basic Service Charge for the
standard Two-Part Rate; a Basic Service Charge for the TOU rate drat is lower than the Basic
Service Charge for the standard Two-Part Rate, and a Basic Service Charge for die Three-Part Rate
drat is lower than the Basic Service Charge for the TOU rate. By way of illustrating this concept, if
the Basic Service Charge for standard Two-Part service (similar to existing rate E-12 were set at
316), the corresponding Basic Service Charge for the TOU rate (similar to ET-2) would be lower
(say $14 per month) and the Basic Service Charge for the Three-Part Rates would be a further step
lower (say $12 per month). Staff recommends testing dies concept for customer bill impacts and
applying the concept of gradualism prior to implementation. The Basic Service Charge is one of the
rate components dirt drives customer behavior. In comparison, currently the Basic Service Charge
for the standard residential Two-Part Rate is $0.285 per day, which equates to 88.67 per month, and
the Basic Service Charge for rate ET-2 (the TOU rate- is $$0.556, which equates to $16.91 per
month. K Under the current structure of Basic Service Charges between altemadve rates such as
these, customers are incepted to utilize a standard Two-Part rate over die alternative time varying
rate. Staff believes, dies is an issue that needs to be addressed and is recommending that over time,
Basic Service Charges be higher in Two-Part Rates then in the alternative TOU and Three-Part
Rates.



Under Staff Rate Design Plan, the Company's existing residential rates would be updated to
reflect changes related to the cost of service and die new rates would updated effective as provided
in the Commission's Order. The Company should initiate an education campaign to ensure that
customers understand how their updated rate design tariff works and how the customer can save
energy and money under the particular rate design the customer has chosen.

APS's proposed Rate Design includes new residential rates, Rates R-1, R-2 and R-3, which
include mandatory demand charges for all residential customers except those wide low usage, which
APS defines as below 600 kph per month (Rate R-XS). Staff continues to support the concept of
updated three-part residential rates with Demand Charges for residential customers, but only on a
voluntary basis. Staff recommends that three-part residential rates be voluntary for all APS
residential customers. Staff supports residential customer choice to select three-part rates pursuant
to customer educational programs to be conducted by APS. Staff opposes APS's proposal to
involuntarily transition all but very small residential customers onto Three-Part Rates. Staff
recommends that the use by residential customers of Three-Part Rates be at the customer's choice,
and not imposed upon the customer involuntarily by APS. A Two-Part residential rate should
continue to be available for all APS residential customers.

APS has proposed imposing a mandatory demand charge component on rates E-32 (extra
small general service) and E-32TOU XS. Staff recommends that the small general service customers
continue to have the option to choose a traditional two-part rate, or to voluntarily select a new
three-part rate that includes a demand charge. Similar to residential customers, Staff continues to
support the concept of updated three-part small general service rates with demand charges, but only
on a voluntary basis. Staff recommends that three-part small general service rates be voluntary for
all APS residential customers. To facilitate this, Staff is presenting rates E-32 XS and E-32TOU XS
adjusted to reflect Staffs CCoSS, at the traditional two-part rates, as well as at alternative three-part
rates, that customers would have the option of voluntarily selecting.

Mr. Smith also evaluates APS's Class Cost of Service Study ("CCoSS") and places its results
into perspective. Staff recommends that it be used as a guide to revenue allocation and a source of
unit cost data for rate design. He presents the CCoSS results using die base rate revenue deficiency
recommended in Staffs Direct Testimony. Mr. Smith provides the Staff recommendation for the
allocation of Staffs recommended rate increase among the major rate classes. This recommendation
is tempered by the concept of gradualism.

l
l
i

Based on a review of APS' Application, responses to Staff data requests and consistent with
Staffs long-term Rate Design Plan, Mr. Smith provides recommendations for the rate design for
each of APS' rate classes. The impact of Staff's proposed rate design is provided for residential and
small general service customers. For residential and small commercial customers, Staff recommends
that customers continue to have a choice between rates, and die rate options available to such
customers continue to include a traditional Two-Part rate widiout Demand Charges.

I

I
I
I
I

I
I
I

Staff has included a presentation of rates using APS's existing rate structure for residential
customers adjusted for Staffs revenue requirement and CCoSS results. As noted above, APS has
proposed to collect its calculated residential revenue requirement via the APS-proposed new
residential Rates R-XS, R-1, R-2 and R-3. As previously stated, Staff recommends that residential
customers not be involuntarily transitioned onto Three-Part rates but rather that APS's residential
customers be allowed to voluntarily choose to select a Three-Part Rate (R-1, R-2, or R-3), from



among other options as well. To facilitate dies, Staff presents information showing what the APS-
proposed new residential Rates R-XS, R-1, R-2 and R-3 would be if adjusted to correspond with the
Staffs adjusted revenue requirement and CCoSS results.

Staffs adjusted CCoSS results (as well as the APS CCoSS results) show that the Residential
Solar Energy Rates category is not recovering the cost of service that is allocated and assigned to
that group. APS's existing residential solar customers will be grandfathered. Staff recommends that
die existing rate structure for die grandfathered Distributed Generation customers be frozen and
not available for new, non-grandfathered customers. Staff proposes that DG customers have a
choice between either a Three-Part Rate that includes a Demand Charge (i.e., that they be able to
choose a Three-Part Rate that includes a Demand Charge, similar to the R-1 or R-3 rate) or a Two-
Part Rate that includes a higher Fixed charge relating to the cost of service. For new, non-
grandfathered Distributed Generation customers, Staff recommends a reevaluation of the CCoSS
results and supports die concept of a Grid-Access charge to help address cost-recovery shortfalls for
customers in dirt group that select a two-part rate option dirt does not include a demand charge

The Grid Access Charge would apply to new, non-grandfathered residential solar customers
who choose a Two-Part Rate, to address cost recovery related to APS's provision of electric service
to such customers. Staff believes that there are currently too many moving pieces to reliably
develop a Grid Access Charge at this time, but that efforts be made at later stages of the current case
(such as after a base rate revenue requirement is determined and the results of the RCP model are
reviewed). Staff proposes to update die CCoSS results and re-evaluate the amount of shortfall for
consideration in the development of a Grid Access Charge for new, non-grandfathered residential
Distributed Generation customers who choose a Two-Part Rate that does not include Demand
Charges.

As a result of the Commission's Decision No. 75859 in the Value of Distributed Generation
proceeding (E-00000/-14-0023) Staff is in the process of developing a Resource Comparison Proxy
rate to comply with Decision No. 75859.

In recognition that the final base rate revenue requirement may be different than the
recommendation made in Staffs direct testimony, Staff has also presented illustrative rates designed
to collect a higher amount of base rate revenue than the amount that was recommended in Staffs
Direct Testimony on revenue requirements.

Pursuant to the Settlement Agreement in APS's last base rate case that was approved in
Decision No. 73183, APS offered an experimental buy-through rate for the generation pardon of
the bill for large and extra large commercial and industrial customers. This is referred to as the
"AG-1" rate. The program was limited to 200 MW of total pardcipadon. Customer interest in die
program exceeded the program size limits, so APS conducted a lottery to select participants for die
experimental program. The program is fully subscribed. Initially, the program had a sunset date of
June 30, 2016, but the date was extended by the Commission in its Decision No. 75322 (November
25, 2015) to coincide with the ultimate rate effective date of the Decision in this rate case. APS
asserts that the AG-1 rate is not sustainable and shifts revenue responsibility to other customers.
APS proposes that it not be renewed. Staff agrees Mat the current AG-1 rate should not be renewed
as is. Staff encourages APS to continue to work with its largest customers to devise a solution that
addresses concerns that have been noted about the AG-1 rate. Staff does not recommend approval



of an AG-1 type rate unless it can be demonstrated that no other customers will be harmed as a
result of the program.

Concerning the charges proposed by APS for Service Schedule 1, Staff is in general
agreement with most of the APS-proposed charges. However, Staff disagrees with certain aspects of
the APS proposed charges for customers who opt-out of having an AMI meter. Staff supports the
S15 meter reading fee that APS proposes to charge, because APS has reasonably demonstrated that
it would incur additional costs associated with meter reading for customers who voluntarily choose
to opt-out of having an AMI meter, in comparison to customers who have an AMI meter. Staff
views the $15 meter reading fee as cost-based and relates to the additional costs attributable to the
customer's choice to not have an AMI meter. However, Staff does not support the APS-proposed
370 installation fee. APS has not demonstrated that its cost of installing a non-AMI meter is
different from its costs of installing an AMI meter, thus charging customers who choose to opt-out
of having an AMI meter an additional installation fee is discriminatory. The normal Service
Establishment Charge should apply. APS has also indicated that: "APS is withdrawing its initial
proposal to charge a one-dmc set-up fee for a customer without an existing AMI meter requesting
to opt-out of APS's standard metering."'

r

I

l

Concerning the APS proposal for a discounted Economic Development rate under Service
Schedule 9, Staff supports this APS proposal, subject to APS including the following information in
the compliance filings: When APS files the customer agreements under Service Schedule 9, APS
should include a copy of its Customer Characteristics Report as well as information estimating the
impact on peak demand from the new load, as well as information clearly demonstrating that (1) the
discount does not exceed 25°/o and (2) the discounted rate is no less than APS's marginal cost of
providing service. Staff also recommends strengthening the APS-proposed "Conflict of Interest"
provisions to include persons who have been Pinnacle West or subsidiary officers and directors
within the dire-year period prior to the effective date of the Customer's Service Schedule 9
agreement.

APS is proposing modifications to its existing LFCR, including the following:

1) The Company is proposing dirt the LFCR rate filed on January 15d1 become
effective on die first billing cycle in March each year unless the Commission
takes specific action on die LFCR compliance filing.

2) The Company is proposing to increase the year over year cap to 2°/o.

3) APS is proposing to update the costs eligible for recovery. Specifically, APS
is proposing that the LFCR be modified such that 100% of transmission,
distribution and generation costs collected through energy charges are
included and 50%  of transmission, distribution and generation costs
collected through demand charges are included.

4) APS is proposing to remove the LFCR opt-out rate option, which APS
indicates has proven unnecessary.

I See,e.g., APS response to Woodward 2.30.



5) APS is proposing that the adjustment no longer be applied to customers' bills
as an equal percentage surcharge, but rather as a capacity (demand) charge
per kW for customers with a demand rate and as a kph charge for
customers wide a two-part rate without demand.

Staff agrees with pardons of the APS-proposed LFCR modifications and does not agree
with other parts. Staff does not agree with APS's Erst three proposed changes to the LFCR and
recommends that those revisions be rejected. Concerning the LFCR opt-out option, Staff agrees
with APS that dies option is not widely subscribed and supports APS's proposal to discontinue the
LFCR opt-out as something dirt customers could elect, commencing with the effective date of new
rates in the current APS rate case, however, Staff recommends that customers who have already
elected the LFCR opt-out (or who elect this before the effective date for new rates) be allowed to
continue under that option. Staff agrees wide APS's proposal to that die adjustment will be no
longer be applied to customers' bills as an equal percentage surcharge, but rather as a capacity
(demand) charge per kW for customers with a demand rate and as a kph charge for customers with
a two-part rate without demand.

Concerning the filing dates and review time available for the LFCR, Staff would prefer to
have actual calendar information available when APS makes its annual LFCR filing. Also, Staff has
determined that more time is needed for Staff to review the information and have the Commission
approve the new LFCR rates. Staff recommends that new LFCR rates continue to be subject to
Commission approval, prior to taking effect. Staff recommends a filing date of February 15 for
APS's LFCR compliance filings and that the new LFCR rates take effect, after Commission
approval, with the first billing cycle of May each year. l

l

l

APS proposes certain modifications for the ElS, which include:

rate to a dollar amount1) Changing the structural cap on cost recovery from a
(30.00016 per kph to $10M year-over-year).

2) Providing for die ability to carry over into subsequent periods any excess ElS
adjustment over the annual cap. APS indicates that this addition is consistent wide
APS's other adjustment mechanisms, including a nominal interest component.

3) Inclusion of a balancing account to account for any differences between the
allowable ElS adjustment and actual revenues received by the Company through the
ElS during the recovery period.

I
I

Staff disagrees with the first two APS proposed revisions. Staff agrees with the APS
proposal for an ElS balancing account. Staff recommends that the structural cap on cost recovery
be maintained as a rate and that it apply on a cumulative basis, not a year-over-year basis (as APS has
requested). Staff recommends that the cumulative per-kWh cap rate for the ElS be increased from
the current 30.00016 to a new rate of $0.00050. With the new higher cap rate and with the rate
continuing to be applied as a cumulative structural cap, there is no need for a carry-over of amounts
over an annual cap that was requested by APS.

The TCA rates should not change without a corresponding change in due Formula rate
mechanism. Since APS's proposal for a revenue balancing account would address only revenues and



not costs, APS could over earn if revenues go up and costs go down. It would be difficult to justify
that type of change in the Formula rate mechanism with FERC.

l

1



Direct Testimony of Ralph C. Smith on Rate Design
Docket Nos. E01345A-16-0036 ct al.
Page 1

1. INT RODUCT IONl
2 A. Bar/Qground andQua4}'ifationJ

3 Q. Please state your name, position, and business address.

4 A.

5

Ralph C. Smith. I am a Senior Regulatory Consultant at Larkin & Associates, PLLC, 15728

Farmington Road, Livonia, Michigan 48154.

6

7 Q. Have you previously submitted testimony in this proceeding?

A .8

9

10

l l

12

13

Yes. I previously submitted direct testimony on behalf of the Commission's Utilities Division

("StafF') on December 28, 2016, addressing the revenue requirement, rate base, net operating

income, and selected other issues, including APS' proposal for new depreciation rates. I also

discussed APS' requested cost deferral and step increase for costs associated with installing

selective catalytic reducion technology at its Four Corners Power Plant, and APS' requested

cost deferral for its Ocotillo Modernization Project.

14

15 B. Pufpare of Rafe Derzgn Tetfimorj

16 Q. What is the purpose of your rate design testimony?

A.17

18

19 I

20

21

r

1 22

23 I

24

25

I address Staffs proposed Rate Design Plan concept. I address APS' proposed modifications

to its rates. I address APS' proposals for a new residential rate design based on a three-part

rate that includes demand charges. discuss APS' proposed new rate schedule for

commercial and industrial customers with extra-high load factors, and allowing larger

customers to aggregate their loads for the purpose of meeting minimum load requirements

for certain C&I rate schedules, as well as APS' proposals for an economic development

schedule. discuss APS' request to discontinue the experimental AG-1 rate Mat was

implemented in APS' last rate case,Docket No. E-01345A-11-0224 pursuant to Commission

Order 73183 dated May 24, 2012.

26



Direct Testimony of Ralph C. Smith on Rate Design
Docket Nos. E_01345A-160036 et al.
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l

2

3

I address the rates proposed by APS for Service Schedule 1 which has various miscellaneous

service charges, including APS-proposed charges for AMI-meter opt-outs, and for Service

Schedule 9, which is the APS-proposed Economic Development rate discount program.

4

I address a rate stabi l ization mechanism and how APS is not proposing ful l  revenue5

6 decoupling in the current rate case.

I also address the APS-proposed modifications to various rate surcharge mechanisms,

including the Lost Fixed Cost Recovery mechanism ("LFCR"), the Environmental

Improvement Surcharge ("ElS"), and the Transmission Cost Adjustment ("TCA").

7

8

9

10

l l

12 Q. Please briefly describe the information you reviewed in preparation for your

13 testimony.

14 A. I I

15

The information I reviewed included \PS' application and testimony, \PS' responses to data

requests of Staff and other parties, information provided to me by Staff, and other publicly

available information.

Q.
i

Are you the only Staff witness providing Direct Testimony on rate design in this

Docket?

A. No . Mr. Matthew Connolly will be addressing the Company's request for the waiver or

elimination of a number of compliance items.

Staff witness Candrea Allen Bled Direct Testimony on December 28, 2016 to address the

APS Service Schedules.

16

17

18

19

20

21

22

23

24

25



Direct Testimony of Ralph C. Smith on Rate Design
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1 C. Content ofAtfar/Jmenls to Tesfimof]

2 Q. Have you attached any exhibits to be filed with your Rate Design Direct Testimony?

A .3 Yes, Attachments RCS-11 through RCS-20 are attached to my Rate Design Direct Testimony.

4

5 What is shown in each of those attachments?Q.

6 A. Attachment RCS-11 presents the Staff Adjusted Cost of Service Study Results

7

8 Attachment RCS-12 presents the Staff Revenue Allocation.

9

10

l l

12

13

Attachment RCS-13 presents the Staff Proof of Revenues. This shows the current adjusted

revenues for each APS rate (not including rates to be terminated or the new APS-proposed

residential rates, R-XS, R-1, R-2, or R-3). It also shows the adjusted proposed revenues for

each such rate per Staff and the percentage increase over adjusted easting base rate revenues.

14

15

16

Attachment RCS-14 presents Staff Illustrative Extra Small General Service Rate Design for

Rates E-32 XS and E-32TOU XS (Current Two-Part Rates) Adjusted to Staffs Adjusted

17 Revenue Requirement.

18

19

20

21

Attachment RCS-15 presents Staff Illustrative Extra Small General Service Rate Design Using

the Structure of APS's Proposed E-32 XS Three-Part and E-32TOU XS Three-Part Rates

Adjusted to Staffs Adjusted Revenue Requirement.

221

23

24

Attachment RCS-16 presents copies of selected APS non-confidential responses to discovery

and other documents that are referenced in my rate design testimony.

25



Direct Testimony of Ralph C. Smith on Rate Design
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1

2

Attachment RCS-17 presents copies of selected APS Confidential responses to discovery and

other documents that are referenced in my rate design testimony.

3

4

5

Attachment RCS-18 presents copies of selected APS Highly Confidential responses to

discovery and other documents that are referenced in my testimony.

6

11.7 STAFF'S RATE DESIGN PLAN

8 Q.

9

Are significant changes occurring in the Company's capability to measure how and

when customers are using energy?

10 A.

l l

Yes. The Company has expected to complete i ts  ins tallat ion of Advanced Metering

Infrastructure ("AMI") by the end of 2016.2

12

13 Q. How has electric metering changed over t ime?

14 A.

15 1
i
1

16

17

Initially there was no metering, and infant utilities charged either a flat rate per customer or

charged by the number of light bulbs installed by a customer. This pricing methodology is

still used for lighting (and other fixed load) customers because the number and wattage of

bulbs can be accurately verified and enumerated. By not using meters, the costs of meters and

18 meter reading do not need to be charged to diode customers.

19

20

21

22

23

24
»

25

With the advent of energy meters at a reasonable cost, coupled with a wider range of lighting

and appliances, utilities began to charge customers based upon the energy consumed. This

type of rate design did not recognize different costs based upon demand (often expressed as

load factor). Two customers using identical amounts of energy but with different usage

patterns could have different levels of demand and require different amounts of generation,

transmission, and distribution equipment (at very different costs), and therefore one customer

2 See, Attachment CAM6DR at page 13.
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l

2

3

may be undercharged and the other overcharged if demand was not measured and taken into

account. Alternatively, two customers who require due same equipment might use very

different amounts of energy and again would result in one customer being undercharged and

4 the other overcharged.

5

6

7

8

9

10

l l

12

13

14

The introduction of demand meters, which measure peak demand usage within the billing

period along with energy consumed, allowed for the introduction of rate forms such as the

three-part rate (customer, demand and energy) or a variant (hours of use). The use of the

demand meter and associated rates reduced the disparate impact of energy-only rates.

Demand meters have generally not been used for residential customers due to the cost of the

more complex meter, and the increased complexity of billing and the information that should

be provided to the customer. The residential class was often seen as homogenous enough not

to have wide usage disparities and therefore the cost of demand meters and their associated

rate complexity was not justified.

15

16

17

18

19

20y
g

21

22

For a number of years utilities have been able to measure the consumption of energy over

very narrow time periods (hourly or even 15 minute intervals) but the challenge has been

recording that data cost effectively and then providing that data to customers so that the

customer could decide whether and how to respond and change meir usage (energy) or usage

pattern (demand). Interval data have been used for load research to provide an understanding

of how different customers use energy and the data were typically recorded on magnetic tape

and analyzed in bulk. While interval data were suitable for load research purposes, it was

23 difficult to provide the data to a large number of customers at a reasonable cost.

24

25

26

Similarly, time-of-use meters could accumulate energy usage in a few time-differentiated

periods but these data were only recorded and reported as On-Peak, Shoulder and Off-Peak
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1 and did not offer much information to the customer, such as when the energy was used on an

2 interval basis.

3

4

5

6

7

8

9

10

AMI has benefited from the declining costs of electronic versus mechanical metering devices

and die ability to analyze data on a customer-specific basis. Utilities that have installed AMI

often develop meter data management systems that allow for the extraction of energy and

demand data for billing purposes. Unfortunately, some AMI planning does not go far enough

and some utilities cannot provide individual customers their usage information in a form that

supports customers' decisions about how and when to use energy more effectively and

efficiently.

12 Q.

13

How did the confluence of new metering and information capabilities, changing

customer characteristics lead Staff to consider a long-term rate design concept?

14 A.

15

At this point in time, many utilities have the capability to record interval data as a result of the

installation of AMI. Some utilities can provide that data to individual customers in a form that

16 i

l
is somewhat easily understood, although additional customer education is necessary.

l

17

18

19

20

21

Residential customers are increasingly becoming non-homogenous as they adopt various

fonts of heat and distributed generation and as their lifestyles, demographics, and work

patterns become increasingly more diverse. Staff has raised the concept of offering a "plan"

of how rate design should evolve so dirt the parties to this case could provide their input and

die Commission could consider a plan in order to provide the Company's customers advance

22 notice that changes are underway.

23
I
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l Q. How has the Staffs development of a Rate Design Plan for the Arizona regulated

2 electric utilities been evolving in recent cases?

A.3

4

5

6
l

7

8

9 m

10

Staffs Rate Design Plan has been stated with specific principles in recent cases involving

Arizona electric utilities, including UNS Electric, Inc. (see, e.g., Docket No. E-04204A-15-

0142), and Tucson Electric Power Company (see, Ag., Docket Nos. E-01933A-15_0239/E-

01933A-15-0322.) Staffs Rate Design Plan has also been informed by the ongoing

developments in the Commission's Investigation of the Value and Cost of Distributed

Generation (Docket No. E-00000]-14-0023). A recommended opinion and order ("ROO")

Docket No. E-0000/-14-0023 was issued on October 7, 2017. On January 3, 2017, the

Commission issued Decision No. 75859.

l l

Decision No. 75859 at pages 178-179 provides as follows:12

13

14

15

16

17

18

IT IS FURTHER ORDERED that electri c udl ides shal l  submi t cost of

service studies in rate cases, both pending cases and in future rate cases, which

are based on models with spreadsheets containing links between inputs and

outputs which are available to all parties. The cost of service study models

used by the utilities shall be:

19

20
Transparent: all inputs, assumptions and calculations shall be clearly

described and explained;

21

22
Accessible: have electronic spreadsheets with links between inputs and

outputs made available to all parties, and

23

24

Flexible: to allow for the ability to change inputs and assumptions

used in the calculation.

l
ila
i.
s

25

26

27

28

29

30

31

32

33

IT IS FURTHER ORDERED that for die fist utility rate case in which the
value of DG methodology we adopt in this proceeding will be used, including
pending cases, the new export compensation rate set in that case, as well as
any changes to rate design, will apply only to DG customers who sign up for
new DG interconnection after the effective date of the Decision issued in that
uti li ty rate case. Once a DG customer is  subject to a DG export
compensation rate determined by one of the DG valuation methodologies
adopted by this Decision, there will be no further netting or banking of
exported DG kph for that customer. Unless unique circumstances warrant
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l

2

3

4

5

6

7

different results, our default policy for existing DG customers shall be Mat
DG systems that interconnect to a utility's distribution system before the
effective date of the Decision issued in that utility rate case will be considered
to be fully grandfathered and continue to utilize currently-implemented rate
design and net metering, and will be subject to currency-exisdng rules and
regudadons impacting DG for a period of twenty years from the date a DG
system is interconnected.

8

9 Q. What principles are identified in Staffs Rate Design "Plan"?
l

A.10 There are a number of principles within this Plan.

11

12

13

14

15

16

17

Rates should be based on costs derived from class cost of service studies not only at the class

level but also to illuminate the unit costs of individual customer, demand and energy rates.

Marginal costs should be given some consideration but embedded costs are the focus. There

should be a place for different test program concepts to determine how rate design may alter

the need for capital investment and/or energy costs. When changes occur, it is important

that those changes recognize the concept of gradualism so that the potential for rate shock is

18 kept to a minimum.

19

20 Rate design options should recognize die concepts of customer, demand, and energy, and
K

21 The number of ratealso recognize time-of-use ("TOU") and seasonality characteristics.

22

23

24

25

26

27

28

designs available to customers should be calibrated to balance the objectives of avoiding

confusion and providing for customer choice and voluntary rate selection by residential and

very small commercial customers. Involuntarily placing residential customers on mandatory

three-part rates or imposing dmrec-part rates on small commercial customers is not something

that Staff can support. Customers should have a choice of rate plans, and should receive

education on those various rate plans so that they can make an informed choice about which

rate plan works best for them. The records in other recent rate cases are testament to the fact
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1 that there.is significant customer confusion regarding demand rates and other new rate design

2 concepts that are now possible because of smart meters.

3

4

5

Gcneradon pricing can now reflect the marketplace by considering seasonality, TOU, hourly

pricing, and demand response.

6

7

8

9

10

Rates should be supported by customer-specific usage information collected under stringent

riva 7 and secure f, but available to customers Alon with tools to hel them see the lm actP > g P P

and make decisions. In the Ion -term, customers mi ht receive cost "warning " sin a Sim leg g g g P

and, for example, their demandred/yellow/green indication in their home or business

controllers could access detailed price information online.

12

13

14

15

16

17

18

19

Rate subsidies, as determined appropriate, should be clearly delineated and based upon and

computed from standard rates. For example, a Lifeline customer would be billed as a

standard residential customer, including all trackers and adjustment clauses, but also receive a

specific discount. Should a Lifeline customer's situation change for the better, the only

change would be the removal of the Lifeline discount, which would be easily recognized by

that customer. Hence, Staffs long-term plan would adjust Lifeline eligible customers to

standard residential rates, and apply discounts to those rates.

20

21 Q. How does a Three Part-TOU rate differ from a Two-Part rate in providing price

22 signals about the cost of electricservice?

23 A.
l

24

25 I

The Two-Part Rate typically consists of a Fixed Basic Service Charge and an Energy Rate

component which will vary based upon customer usage. The Energy component allows the

customer to increase or decrease his/her energy consumption to change the total bill. \
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l

2

Two-Part Rate with TDU gives the customer more control over his/her bill because it allows

die customer to utilize more energy during off-peak hours which should lower the bill..

3

4

5

6

7

8

9

The Three Part-TOU Rate incorporates a fixed Basic Service Charge, an Energy Rate

component which varies based upon the time energy is used by the customer and what is

called a Demand Charge which reflects the customer's peak usage during a particular period

of time. The Three Part~TOU rate prices die consumption and usage pattern different by

charging for both die Demand (intensity) and Energy consumed separately. In each case, the

customers can choose the usage and pattern they desire and be charged appropriately for

10 raising or lowering die utility's costs.

11

12 Q. What would be the long-term impact of this residential, Three Part-TOU rate design?

13 A.

14

15

16

17

18

119

Customers would have greater information available to make their own energy decisions, and

rates would more accurately reflect those decisions and lessen the consequential impact on

other customers and the utility. Over time, customer and Demand Charges would gradually

increase and Energy charges would become "purer" and lower for due distribution

component. A customer could reduce costs by adjusting demand and/or by changing energy

usage. However, the customer only benefits if he/she is provided with tools and education

so they can make informed choices and know how to best take advantage of new rate forms.

20

21 Q. Do Three Part-TOU rates increase revenues for the utility?

22 A.

23

24

No. If properly implemented the rates are neutral for the utility at the end of time Test Year.

However, if customers choose to react to their present usage patterns the utility may see a

decrease in revenue.

25I
I

i:
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l Do Three Part-TOU rates increase costs for customers?Q.

A.2

3

4

5

6

7

If a customer's usage pattern is time same as a "typical" customer amen there should be no

significant impact as Three Part-TOU rates are implemented. If a customer has an atypical

usage pattern then costs may increase (for lower load factor customers) or decrease (for

higher load factor) customers. Customers who are consuming electricity during the peak

demand periods would pay more than customers who consume electricity during odder hours

of the day.

8

9 Q. Are these concepts new or new to the utility?

10 A.

l l

For medium and large customers, Three Part Rates with a Demand Charge component have

been the norm and a Three Part-TOU rate is available. APS also has approximately 120,000

12 residential customers on three-part rates that include Demand Charges.

13

14 Q. What are the important principles for the move towards the rate design plan?

15 A.

16

17

Rate design should not be changed in dies fashion until customers have private, secure, easy,

timely, and comprehensible access to their usage data, and until customers have been

educated as to what their usage data means and how it affects their bill for electric service

18

19

20

under the available rate options. As noted above, Staff favors voluntary customer rate choice

for residential and small commercial customers, including options to choose among a Two-

Part Rate, a TOU Rate and a Three-Part TAU Rate. Staff recommends that customers have

21

22

the option of voluntari ly  select ing Three-Part TOU Rates but that such rates not be

involuntarily imposed upon either residential or small commercial customers. l
l

23

1
I

I
I
I
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1 111. CLASS COST OF SERVICE STUDY

2 Q. What is the purpose of a fully allocatedcost of service study?

A.3

4

5

6

.lust as the rate case revenue requirements process studies each element of due Company's

operations to determine die overall cost to operate the Company efficiency and effectively, a

fully allocated cost of service study attempts to determine the individual cost to serve each

customer class and subclass. A fully allocated class cost of service study is intended to assist

7 the Commission to allocate revenue requirements among customer classes.

8

9 Q . H o w can a regulator use the class cost of service study?

A.10

l l

12

13 Such

14

Because customer classes use the utility's system on an interrelated or shared basis, regulators

have historically used a fully allocated class cost of service study as a guideline to allocate

revenue among classes. Regulators typically also consider economic, social, historical, and

other factors that may affect customers when determining revenue allocation.

considerations often result in rates that deviate from strict cost of service.

15

16 Q . Are there limitations to a cost of service study?

17 A.

18

19

20

21

22

Yes. A class cost of service study involves judgment and decisions on the part of the

practitioner in assigning costs to the various customer classes. In some situations, decisions

are made to use a particular allocation factor for a particular account. In other situations, data

used to develop an al location factor are not always complete and/or timely and the

practitioner must deal with the resulting uncertainty. Consequently, the cost of service study

acts as a guide in revenue allocation and in formulating rate design.

23
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1 /1. Rafe C/assex within I/2e APA" Clan Cox/ of.Yer1/ive .tfzafy

2 Q. Has the Company provided a class cost of service study?

A.3

4

5

6

Yes. The Company provided its CCoSS based on die Test Year (twelve-month period ended

December 31, 2015.3 Schedule G provides the individual class returns for due Company's the

following service classes (Residential, General Service, Irrigation/Water Pumping, Street

Lighting, and Dusk-to-Dawn Lighting.

7

8 Q. Have you reviewed the CCoSS presented by the Company?

A.9 I

10

Yes. The CCoSS was provided as Schedules G-1 through G-7. performed a review of the

allocations, developed data requests, and reviewed die answers to Staff and other parties.

l

12 Q. Did the Company adjust or normalize its revenues?

l
13 A.

14

Yes. The Company used a Test Year (twelve months ending December 31, 2015) and then

adjusted it to reflect more normal or appropriate (from the Company's viewpoint) conditions.

15

16 Q. How has the CCoSS changed from the prior rate case (Docket No. E-01345A-11-0224)?

17 A.

18

19

The prior CCoSS had included five general categories, Residential, General Service,

Irrigation/Water Pumping, Street Lighting, and Dusk to Dawn Lighting. APS's current

CCoSS contains die same five general categories, with some revisions to the components of

20

21

each category, such as APS's proposal to separately identify the cost of service for residential

distributed generation customers.

22I
I

23 Q. Are the service classes used by APS in its CCoSS appropriate?

24 A. Yes.

25

A APS Filing Schedule G.
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1 What CCoSS recommendation does Staff have for the Commission?Q.

A.2 The Commission should use the Company's CCoSS as a general guideline (subject to

3 gradualism) in its class revenue allocation decision for this case.

4

5 Q. Do you have an attachment that summarizes Staffs adjusted CCoSS results?

A.6

7

8

Yes. Attachment RCS-11 shows Staffs adjusted CCoSS results. This was produced by

inputting the Staff revenue requirement adjustments into the APS-provided CCoSS Excel

models.

9

10 Q. Did you find the APS CCoSS Excel models to be transparent?

l l A. The APS CCoSS model consists of three interlinked Excel files. The model was transparent

12 i n the  s ens e  Ma t

13 recommended cost

a f ter  input t ing the

of  capi ta l,  the models  produced

Staffs revenue requirement adjustments and

an ACC jurisdic t ional revenue

14 requirement that was close to Staffs presentation of its adjusted revenue requirement in its

15 The APSDirect Testimony filing, with minor differences being attributed to rounding.

16

17

18

19

l
t

20

21

22

23

CCoSS model also was based on models with spreadsheets containing links between inputs

and outputs which was made available by APS to all parties. Exactly how the model was

handling some of die allocations of cost was challenging to follow. Additionally, starting

from the end results and tracing results back through the model was also challenging and not

intuitive. The transparency of the APS CCoSS model has room for improvement. Even after

participating in APS-provided training sessions, and receiving some additional aid via follow-

up conference calls. Staff recommends that APS continue to work on making its CCoSS

model more transparent and intuitive.

24
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B.1
2

Separate Residential Rule .Sz/h- C/aixf for NEM Energy and NEM Demand Cm:/omer; wifbin the Residential

Customer Clan

3 Q.

4

Has APS proposed creating a sub-class within the Residential Customer Class for Net

Energy Metering customers?

5 A.

6

7

8

9

Yes. APS witness Snook explains at page 23 of his Direct Testimony that it can be

appropriate to create a new class or sub-class of customers for purposes of a COSS or setting

rates if the service, load, or cost characteristics of the customer subgroup in question are

sufficiently different from their current customer classification. Upon reviewing these

characteristics for customers with solar, Mr. Snook determined that sufficient differences

10

11

12

13

14

exist for creating a sub-class of residential customers for customers wide Net Energy

Metering ("NEM"). He explains that the load and energy characteNsdcs of residential

customers with and without rooftop solar are very different. APS has demonstrated that

customers with rooftop solar have a load profile that is significantly different than residential

without rooftop solar. Moreover, as Mr. Snook states on page 24 of his Direct Testimony:

15

16

17

18

19

in the 2015 Test-Year, APS had 35,988 solar customers on an energy rate
and almost 1,311 solar customers on a demand rate by year's end. The size of
this residential solar customer sub-group, combined with its vardy different
load characteristics, warrant evaluating them as a separate sub-class.

20

21 Q. Does Staff agree with APS's proposal to establish a residential sub-classification for

22 NEM customers?

23 A. 1

24

25

26

Not entirely. \PS has established that the load and energy characteristics of NEM customers

are significantly different than for traditional residential customers without rooftop solar.

Additionally, the size of the NEM sub-class is sufficiently large as to warrant separate analysis

in the COSS.
li

27

l
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1 Thus the CCoSS in the current APS rate case needs to be updated to reflect the

2 guidance provided in mc Commission's recent Order in the Value of Solar Case.

3 Commission Decision No. 75859 requires drat existing NEM customers receive

4 grandfathered treatment. See, Decision No. 75859, at pages 178-179.(also need to reference

5 new order) :

6

7

The new residential DG class would presumably only include new distributed

generation residential customers who are not encompassed within the grandfathering

l

8 provisions. Staff also notes that the default grandfadiering policy set forth in die above- l
l

9

10

l l

12

quoted Ordering Paragraphs "shall not apply to generally applicable rate design changes, such

as changes to the basic service charge." Staff views this as offering some latitude in adjusting

existing rates for components, such as the basic service charge, to address issues related to

recovery of the cost of electric service.

13

14 The Commission in the Value of Solar Docket also found that NEM customers areQ.

15 "partial requirements customers." What is the significance of this finding with

16 respect to rate design, if any?

17 A.

18

19

NEM customers self-generate a portion of their electric service requirements. This differs

from full requirements customers who rely on APS for all of their electric service needs.

NEM customers have a different load profile, different usage characteristics, and a different
ir

20 cost of service than other residential customers. Thus, creating a category in the cost ofi
I

l

i

21 service analysis for the NEM customers is appropriate.

22

23 How did APS reflect residential NEM customers in its COSS?Q.

24 A. As explained by Mr. Snook in his Direct Testimony, APS started with the NEM customers'

25 entire load at the house. APS does not supply the energy service when an NEM customer's
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1

2

3

4

5

6

i
l1
ll

7

8

9

selfgeneration is supplying energy, so APS credited against the full load, the customer's self-

supply of energy service. This recognizes that NEM customers supply some of their own

energy, and APS supplies various back-up and ancillary services dirt require APS to build,

operate, and maintain its fixed infrastructure required to serve that NEM customer. Mr.

Snook points out that, beginning with the NEM customers' entire site load and then explicitly

crediting the value of the energy and capacity that they supply from their own rooftop solar

systems, is the only transparent way to balance the benefits provided by rooftop solar systems

on residential rooftops and the costs required to continue serving those customers with

rooftop systems. As Mr. Snook states at page 26 of his Direct Testimony:

10

l l

12

13

14

15

16

17

By comparing the entire load at the home to the remaining household load
served by APS, we can determine the infrastructure that APS no longer needs
to provide as a result of the solar system. Although solar installation will have
a certain maximum-production capability, that capability will only be realized
at mid-day and only on sunny days. The load information reveals what actually
occurred when the customer was consuming energy in contrast with the solar
producion at the same time.I

I
I

I

l

18 He points out that APS's peak loads persist in the summer months beyond sunset, and the

19 maximum peak load occurs closer to sunset than mid-day.

20

21 Q.

22

23

To align cost recovery with cost causation, should the appropriate level of

compensation for offsetting demand-driven infrastructure costs be based on how

effective the NEM customer's solar system is at offsetting APS's peak loads?

24 A.

25

26

27

Yes. To align cost recovery with cost causation for demand-driven infrastructure costs, the

appropriate level of compensation should be based on how effective the NEM customer's

solar system is at offsetting APS's peak loads, subject to the grandfathering provisions from

Decision No. 75859 noted above.

28
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l What does APS's COSS show for NEM customers?Q.

2 A.

3

4

5

As Mr. Snook explains, APS's COSS indicates for a solar customer on energy based rates, the

appropriate level of producion demand credit is 28.8°/0, transmission capacity credit is 45.6°/o,

distribution primary and substations capacity credit is 12% and distribution secondary

capacity credit is 16.20/0.4

6

7 Q. Does Staff agree with those APS-proposed determinations?

8 A.

9

10

l l

12

13

14

15

16

1
1

1
1

17

18

19

20

No. APS's originally proposed production demand credit is being replaced by a new export

compensation rate to be set in the utility's rate case (but this has not yet been done for APS).,

as well as any changes to rate design, which Decision No. 75859 indicates will apply only to

DG customers who sign up for new DG interconnection after the effective date of the

Decision issued in that utility rate case. Staffs analysis of the APS COSS and updating of that

to reflect the revenue requirement presented with Staffs Direct Testimony is presented in

Attachment RCS-11. Referring to page 3 of Attachment RCS-11, there is a column with the

heading "Residential Solar (Energy Rates)" which shows a cost of service recovery of 40.81

percent at present rates and 43.60 percent Ar the total cost of service, a negative rate of return

at present rates and a negative index rate of return at present rates. Attachment RCS-11, page

3, also shows a column with the heading "Residential Solar (Demand Rates)" which shows a

cost of service recovery of 79.85 percent at present rates and 82.16 percent at the total cost of

service. The "Residential Solar (Demand Rates)" results show a positive rate of return at

21 present rates (but only 0.90 percent) and a positive index rate of return (but only 0.17). These

22

23

24E.
r
1

.
25

results suggest that the current Residential Solar, particularly under energy rates, is not

recovering its cost of service and is being subsidized by other customers. However, these

results have not yet been updated to reflect the guidance provided by Decision No. 75859

concerning the development of an export rate.

r

* See, Snook Direct Testimony at page 27.
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1 What does Staff recommend?Q.

A.2 Staff recommends dirt Me rate design concepts at this stage for APS's residential customers

3 Final rates should

4

be viewed as a guideline for the development of rates M this case.

incorporate the guidance provided by Decision No. 75859.

5

6 Iv. REVENUE ALLOCATION

7 Q. What non-cost considerations should the Commission consider during its

8 deliberations on revenue allocation?

9 A.

10

l l

The Commission should consider die relative positions (from die CCoSS) of the classes along

with die qualitative issues such as economic conditions for consumers, the business climate

for commercial and industrial customers and past practices when deciding what portion of a

12 revenue increase is allocated to each class.

13

14 Q. What principles do you generally use to allocate revenue among rate classes?

15 A. I have used the following principles:

16

17

18

19

The individual rate classes should be gradually moved toward an UROR of 1.000 over
one or more rate cases depending on the frequency of rate cases and the distance of
the class' UROR from 1.000.

20
21
22a

Rate shock should be avoided if feasible. There should be an upper bound of 150
percent for 2117 class' ercenta e increase in revenue com area to the overallP . l . P 8 P

percentage Increase in revenue.

23
24

Given the size and basis for the overall base rate revenue increase, no class should
receive a base rate decrease.

25

26 Q. Are there other concepts that apply in thiscase?

27 A. APS's overall cost of service has increased in the current rate case due to a number of factors

28 including the roll-in to base rates of various costs that have been collected via riders. The
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1

2

3

4

increased base rate revenue requirement for APS reflects cost increases that have generally

benefitted all customers. Therefore, as noted above, it would be inappropriate to reduce rates

for any customer class because that would send a confusing message about the cost of APS

providing electric service.

5

6 Q. What is the Company's proposed revenue allocation for new base rates?

7 A.

8

9

10

Based on Schedule H-1, the Company is proposing to allocate its requested $433.4 million

increase 66.19 percent to the Residential class, 31.99 percent to the General Service class, 1.13

percent to the Irrigation/Water Pumping class, 0.49 percent to the Outdoor Lighting class,

and 0.20 percent to the Dusk-to-Dawn Lighting class.

12 Q. \Vhat overall base rate percentage increases has APS proposed for each of those rate

13 classes?

14 A.

15

16

17 1

18 1

Based on APS's Schedule H-1, as summarized on Attachment RCS-12, the Company is

proposing an overall base rate increase of 15.0 percent. APS proposes a 19.30 percent

increase for the Residential class, a 10.32 percent increase for die General Service class, a

17.02 percent increase for the Irrigation/Water Pumping class, a 10.10 percent increase for

the Cutdoor Lighting class and a 10.11 percent increase for the Dusk-to-Dawn Lighting class.

19

20 Q. Have you modeled various revenue allocations based on Staffs recommended

21 revenue requirements?

A.22 Yes. Attachment RCS-12 models Staffs proposed base rate revenue increase of $265040

23
I

i

24

million (including roll-in of riders) a number of ways. For comparison purposes the increase

was allocated:

•

25

26 Using the adjusted CCoSS results, and
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•l Equal percentage increase (across the board by revenue)

2 What is Staffs recommendation on revenue allocation?Q.

3 A.

4

5

6

7

8

9

Based upon the present adjusted CCoSS results, die principles discussed above, and the

relative impacts between classes, Staff recommends that the eventual revenue requirements be

allocated by increasing the Residential class base rates by 11.24 percent, General Service rates

by 6.95 percent, Water Pumping rates by 11.20 percent, Street Lighting rates by 4.59 percent

and Dusk~to-Dawn lighting class rates by 3.62 percent. This revenue allocation follows the

general principles in moving each rate class closer to parity while avoiding rate shock for any

class.

\ 10I
I

l
l

11 Q. If Staffs recommended revenue allocation is adopted what will the class returns be?

12 A.

13

14

The results of die proposed revenue allocation are forecasted in Exhibit RCS-12. The UROR

of the "low UROR" classes (Residential and Water Pumping) will increase and die UROR of

the "high UROR" classes (General Service, Street Lighting, and Dusk-to Dawn Lighting) will

15 decrease, moving classes towards parity.

16

17 v . PROOF OF REVENUE

18 Q.

19

Have you prepared a Proof of Revenue schedule showing how the illustrative rates

presented by Staff would produce the overall base rate revenue requirement?

20 A.

21

22

23

24

Yes. A detailed Proof of Revenue is presented in Attachment RCS-13, consisting of two

pages. Page 1 shows the Proof of Revenue by the five general rate classes. Page 2 shows die

Proof of Revenue by individual rates, using the APS current rate structure, and shows the

approximate percentage increase for each rate that would be needed to produce the Staff-

adjusted base rate revenues for APS.

25
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VI . RESIDENTIAL  RATE DESIGN PROPOSALSl

2 A. APP; Exi.r/ing Residential Rafe: and Vo/uniagy Customer ParAi¢1pafion in TOU and T/2ree-Part Rates

3 Q.

4

Please discuss APS's existing residential rate structure and the approximate number

o f APS residential customers who have chosen to voluntarily subscribe to the TOU

5 and Three-Part rate offerings.

A.6

7

8

9

10

11

12

13

14

15

16

17

18

APS's residential rate offerings include a standard two-part rate (E-12) (which has about

480,000 customers) as well as other choices, such as TOU and Three-Part rates. APS has also

been very successful with residential customer voluntary participation in TOU rates and

demand-based rates. APS currently has approximately 450,000 residential customers

participating in its TOU rates (ET-1 which is frozen and uses a ram to rpm peak and ET-2,

which is open to new customers and has a noon to rpm peak). APS also has approximately

120,000 residential customers participating in three-part rates that include a demand charge.

APS's current three-part residential rates include ECT-IR, which is frozen and uses a ram to

rpm peak and ET-2, which is open to new customers and has a noon to rpm peak. The high

levels of customer participation in the TOU and three-part residential rates suggest that there

is no compelling need to involuntarily migrate all but very small residential customers onto

such rates. Rather the choice of rates should be voluntary (i.e., remain a customer choice)

and a ttadidonal two-part standard rate similar to the current E-12 should continued to be

19 offered.

20
21 B. APS Propose/for M{grafion to T/Jree-Pan* Refidenfial Rates

22 Q. Please summarize the Company's residential rate design proposal.

23 A.

24

25

26

The Company's Rate Design proposals have largely focused on the use of a three-part

residential rate design (customer, demand, and energy charges) that would be mandatory for

all residential customers except those with usage below 600 kph per month. The Company

suggests drat these changes are to better align the Commission's policies with the Company's

i



Direct Testimony of Ralph C. Smith on Rate Design
Docket Nos. E-01345A-16-0036 et al.
Page 23

l

2

3

need for fixed cost recovery and system usage. The Company is also supporting gradualism

when making rate design changes. For new distributed generation ( "DG") customers, the

Company is proposing monthly bill credits for any excess energy delivered to the Company's

4 system.

5

6 Q. What was the Company's primary concern in developing its rate design proposals?

A.7

8

9

10
l

As I understand the Company's approach, the focus is the recovery of fixed costs. A concern

is  expressed by APS that res ident ia l DG customers (wi th thei r assoc iated low kph

consumption) are not recovering the same percentage of fixed costs as other residential

customer classes; and thus a portion of their fixed costs are being borne by someone else.

12 Q. Is this focus on fixed costs sufficient to support rate design changes?

A.13

14

15

Yes. If fixed costs are not properly accounted for in die rate design, intra-class subsidies will

occur. The challenge is how to and how fast to make die changes. With new rate forms, some

customers need education and support to achieve a meaningful transition.

16

17 Q.

18

Does Staff support the mandatory migration of residential customers onto three-part

rates that include demand charges that is being proposed by APS?

19 A. No. Staff recommends that residential customers have a choice of rates. Staff does not

I

I
I
t

i
20

21

support the APS proposal to involuntarily migrate all but very low usage residential customers

onto three-part rates.

22

23 Q. Is Staff convinced that 600 kph per month should be used as the cut-off for a very

24 small residential rate?

25 A.

26

No.. Staff is continuing its review of the R-XS rate that has been proposed by APS for small

residential customers. APS proposes that eligibility for this R-XS rate be limited to residential
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1

2

3

4

customers not having distributed generation and having usage less than 600 kph per month.

Staff believes that it could be useful and infonnadve to consider a different higher kph usage

threshold for this type of very small residential customer rate. At this mc, Staff is not

convinced that 600 kph per month should be used as the cut-off for a very small residential

5 rate. Staff is seeking additional information from APS on alternatives such as using 750 kph

6 per month or another level as the basis for establishing a very small residential customer rate.

7

8 C. Curre/1tAP.Y Residential Rate P/any

9 Q.

10

What types of rates for electric service does APS currently offer to residential

customers?

l l A.

12

13

14
1

115

16

17

18

19

20

21

22

As explained by APS witness Miessner on pages 21-22 of his Direct Testimony, APS

currency serves more than one million residential customers with a variety of rate schedules

and options including an inclining block rate; two time-of-use (TOU) energy rates; two TOU

demand rates; a super peak TOU rate; two dynamic rate options; and a TOU rate for electric

vehicles. Optional Rider Rates are available for special requirements or services such as on-

site renewable generation, green power, limited-income, and medical equipment discounts,

and other specialized or experimental programs. A complete list of the current and proposed

rate schedules and riders are provided in the SFR Index to Rate Schedules. Currently, APS

residential customers can choose a rate plan among the options, including a non-time-of-use

rate, a TOU energy rate, and a TOU demand rate. APS witness Miessner indicates that

approximately 11.5% of APS's customers have chosen a TOU demand rate and another 43°/o

a TOU energy rate.5

231
L
M
r

5 See APS witness l\Iiessner's Direct Testimony at page 22.
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l Q. Does Staff support having voluntary rate choices for APS residential customers?

2 A. Yes. Currently APS offers its residential customers a variety of rate options, including

3 1
l

4

traditional two-part rates, as well as a TOU energy rate, and a TOU demand rate. APS's

residential TOU demand rate is currently voluntary and has been selected by approximately

5 120,000 customers.

6

7 D. Summary' 9"AP.$Pmpored C/:anger to Reiidenfial Rater

8 Q. What specific changes is APS proposing to residential rates?

9 A. APS is proposing extensive changes to residential rates. As summarized in APS witness

10 Miessner's Direct Testimony at pages 24-26, APS proposes to:

11
12 1. Cancel the inclining block rate E-12.

13 2. Revise the current TOU energy rates as follows:

14
15

• Consolidate TOU rate schedules ET-1, ET-2, ET-Super Peak, and ET-EV
for electric vehicles into one TOU rate with a small demand charge;

16

17
• Revise die on-peak hours to 3 p.m. to 8 p.m. weekdays, excluding designated
holidays, for both winter and summer seasons,

18 ' Increase the number of off-peak holidays;

19
20

' Reduce the difference in on-peak and off-peak prices from 4:1 to 2:1 in the
summer months,

•21 Increase the basic service charge,

22

23

• Add a small demand charge;

• Reduce the average kph charges, and,

24
25

26

27
28

• This rate is not available to partial requirements customers (with on-site
generation).

3. Create a new TOU demand rate option with the following features:

• A lower service charge and a demand charge in between the other two TOU
demand rates;
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l

2

3

• The same on-peak hours of 3 p.m. to 8 p.m. as the other proposed rates, and

' This rate is not available to partial requirements customers.

4. Revise the current TDU demand rates as follows:

4

5
'  Consolidate the TOU demand rates ECT-2 and ECT-IR into one TOU
demand rate,

6
7

• Revise the on-peak hours to 3 p.m. to 8 p.m., consistent with the other
proposed TOU demand rates;

8

9

• Increase die basic service charge; and

• Retain a moderate demand charge.

10
11

5. Create a new rate option for extra-small customers like apartments,
manufactured homes, and other small dwellings wider the following features:

12

13

• A service charge,

' A flat kph charge for each season;

14 • No T()U or demand charges;

with average monthly usage of 600 kph or15

16
• Eligibility only for customers
less; and

1
17 • This rate is not available to partial requirements customers.

18

19
6. Allow qualifying grandfathered customers with renewable generation to stay
on a current rate structure as follows:

20
21
22

• The current rate design options E-12 inclining block, ET-1 and ET-2 time-
of-use energy and ECT-1R and ECT-2 time-of-use demand rates will be
available through the grandfathering period.|

1
I 23

24
25

• All of die charges (die basic service charge, kph charges, and demand
charge, if applicable) will be increased by an equal percent to reflect the
targeted revenue increase for the residential class.

26
27
28

• Grandfathered customers will be able to stay on the current frozen net
metering program or move to the modified net metering program for solar
customers during the grandfadiering period.

29
30

7. Simplify the discount programs for limited income customers and provide
increased funding for growth in participation.
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1
2
3

8. Continue the peak event pricing program, revised with new critical hours of

3 p.m. to 8 p.m., to be consistent with the proposed time-of-use hours, cancel

peak time rebates.

4

5

6

7

9. Offer alternative metering service for customers that do not want to be

served with the AMI metering and remote meter reading communication

system; customers will be charged a one-time installation fee and a monthly

meter reading fee.

8 10. Cancel the optional LFCR opt-out having a higher basic service charge.

9 11. Modify the net metering program for new solar customers.

10
11

12. Convert die Flagstaff solar experiment into t;he Solar Partners Program

and discontinue Rate Rider Schedule CMPW.

12

13 E. AP.SProposed Reyidenfia/ Three-Par! Rater will Demand Charger

14 Q . What new Residential Rates is APS requesting?

A .15

16

17

APS proposes the following for new residential rates, Rates R-1, R-2 and R-3, including

mandatory demand charges for all residential customers except those with low usage, which

APS defines as below 600 kph per month and for which APS proposes Rate R-XS. APS's

18 residential rate design proposals are summarized below°:

Rate R-I Rate R2 Rate R-319

20
0.789 0.477

24.00 l 4.5O

0789

24.00

( Sday )

(S-month )

l. Basic Service Charge

for typical month

21

22 6.60 8.40

6.60 8.40

16.40

l I.5O

(Skw)

(SkW)

2. Demand Charge

Summer on-peak

VV inner on-peak

23

24

25

o. I 5 l 60

0.08080

o. 12730

0.0SORO

0. I 5 160
0.08070
0. 12730
0.08070

(S-kwh)
(S-kvvh)
(S-kwh)
(s-kwh>

3. Energy Charges
Summer onpcak
Summer offpeak
\)Viper on-pcak
Winter off-peak

r

26

0.09090
0.05475
0.06670
0.05475

APS proposes that customers with extra small usage below 600 kph per month will have an

27

28

additional rate option, RXS, having a basic service charge of $18 per month on average, no

demand charge and a flat energy charge or 30.10234 per kph for all hours and seasons. APS

6 See APS witness l\Iiessner's Direct Testimony at page 4.An identical table appears at page 27 of his Direct Testimony.
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1 proposes that Rates R-1, R-2, and R-XS would not be available to new customers with on-site

2

3

4

generation. APS proposes to base the demand charge on the maximum usage averaged over

one hour during the 3 p.m. to 8 p.m. on-peak hours. Weekday off-peak hours, weekends and

designated holidays would be exempt from any demand charges.

5

6 Q. Does APS have historical experience with residential three-part rates?

A.7 Yes. As APS witness Miessner states at pages 8-9 of his Direct Testimony, APS has offered a

8

9 Customers on APS's existing

10

three-part demand rate to residential customers for more Dian 35 years and is currently

serving approximately 120,000 customers on the rate.

residential demand rates have demonstrated they can respond to demand charges and manage

11 their monthly demand on their bill.

12

13 Q. How does the three-part rate structure incept customers to save on their electric bill?

A.14

15

16

As explained by APS witness Miessner on page 20 of his Direct Testimony, the three-part

rate structure rewards customers for reducing both their demand and energy. Because it is a

dine-of-use rate, it also provides savings for shifting usage to die off-peak hours. In essence,

17

18

19

APS's three-part rate provides customers three opportunities to save on their bill. In

comparison, the Company's two-part inclining block rate only provides one opportunity to

save, by reducing the total monthly kph energy usage.

20

21 Q. Why does APS claim that the traditional two-part residential rate designs are no
1

1 22 longer appropriate?

23 A.

24
I
I.
\

At page 8 of his Direct Testimony, APS witness Miessner states that the traditional two-part

rate designs are economically inefficient, ineffective in reducing a it:ility's total costs to serve

customers, and are ultimately unfair:

•

25

26
27

Economically inef f icient .  Two-par t  rate designs are inef f icient
because they do not provide the right price signals for when and how
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l
2
3
4
5

customers use electricity. Nor do they provide the correct incentives
for customers desiring to invest in distributed technologies because
such technologies will not be rewarded for, or focused on, reducing
demand-related grid costs. Both of diesel issues will result in the
inefficient use of and inadequate funding for the grid.

•6

7

8

9
10

l l

Ineffective. For similar reasons, the two-part rates are also ineffective
in reducing a utility's overall costs because they do not effectively
incept customers to lower their monthly demand. As a result, the rates
would likely only reduce the utility's energy-related costs, such as fuel,
and not the demand-related costs, which include all of die extensive
grid investment costs.

•12

13

14

15

16

Unfair. The two-part rates are ultimately unfair because they result in
one group of customers paying the costs to serve another group of
customers. This is a direct result of using two billing elements to
recover the cost of three discreet and different utility services: basic
services; demand-related grid services; and energy-related services.

17

18 1
1Q.

19

Does APS propose a demand limiter as a safeguard to protect customers that set a

high demand in relation to their overallenergy usage?

A.20

21

22

23
i
i

r 24

25

26

27

Yes. APS witness Miessner discusses the APS-proposed demand limiter at pages 29-30 of his

Direct Testimony. Specifically, APS proposes a demand limiter based on a 15% monthly load

factor calculation, which is an index of the relationship between kW demand and monthly

kph consumption. At page 30 of his Direct Testimony, Mr. Miessner provides an illustrative

example of how the APS proposed demand limiter would function. The illustration uses a

residential customer with a 5.5 kW demand with 1,000 kph monthly consumption, which

represents a 25% load factor.7 APS's proposed demand limiter would limit this customer

using 1,000 kph to a 9.1 kW billed demand" even if the customer's metered one-hour

28

29

demand during the on-peak hours of 3 p.m. to 8 p.m. was higher. In the example, if the

customer's metered demand was 10 kw, the customer would be billed for the demand charge

30 based on the maximum amount of 9.1 kw. The load factor index proposed by APS adjusts

7 1,000 kph / (5.5 kW x 730 hours in a month) = 25.25%
8 1,000 k\vh / (9.1 kw x 730 hours in a monde) = 1000 kph / 6,552 = 15.26%
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l

2

3

the maximum billed kW for the number of billing days in a month and for Me customer's

level of monthly kph usage, so customers with higher usage would have a higher maximum

billed demand limiter.

4

5 APS proposes that the demand limiter would not be applicable to partial requirements

6 customers with on-site generation.

7

8 Q. Does Staff believe there is merit in having a safeguard on residential three-part rates

9
9
1that include demand charges?

10 A.

l l

12

Yes. Especially during die periods of more widespread adoption of three-part rates that

include a demand component, Staff finds merit in having safeguards such as die APS-

proposed demand limiter mechanism.

13

14 Q. What concerns does Staff have concerning the APS proposals for three-part residential

15 rates with demand charges?

16 A.

I.I
i
P
K

g While Staff agrees with APS that there is economic merit in providing residential customers
i

17 with three-part rates that include demand charges to better align rates with doe cost ofE
iI1

18 providing service, Staff has concerns about the customer acceptance of such rates and the

19 Staffmandatory nature of the residential rates that APS proposes in the current case.

20

21

22

23

24

acknowledges APS's long historical experience with residential Three-Part Rates, but notes

dirt historically participation in APS's Three-Part TOU rates by residential customers was a

choice by the pardcipadng customers, i.e., residential customer participation in those rates

was voluntary. Both rate design programs have been very successful and both have been

offered on a voluntary basis by APS.

25
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l Staff believes that there is some merit with Three-Part residential rates for new Partial

2

3

4

5

6 i
7

8

Requirements customers (customer with on-site generation) after pre-specified dates (i.e., for

non-grandfathered customers), since that will address cost-shifting concerns. Staff notes that

APS continues to approximately 480,000 residential customers on its standard two-part rate

(E-12) and does not recommend involuntarily migrating diode customers onto three-part

rates, but rather allowing customers a choice between a coordinated, well-designed package of

residential rate options. Staff recommends that new DG customers also have other rate

options, and the choice of which rate option within a specified selection should be the

9 customer's.

10

l l Staff is very concerned APS's proposal to impose mandatory dirge-part rates on the general

12 r staff recommends that APSbody of \PS's residential customers in the current case.

13

14

I 15

continue to offer residential full requirements customers a traditional two-part rate option in

t.he current case. The participation in three-part rates by customers should be at the

customer's choice, and not mandatorily imposed on customers who do not want it.

16

17 Q.

18

Please speak to Customer Education and the importance of it with the introduction of

Three Part Rates.

19 A.

20

21

22

23

24

25

Customer education is critical. Staff encourages APS to have a robust customer educational

program and to explain to customers the benefits of selecting a Three-Part rate, but the

choice as to whether to remain on a traditional Two-Part rate or to migrate to a Three-Part

rate should be the customer's. Implementing residential Three-Part rates for the general body

of APS's residential customers who do not have on-site generation should not be

accomplished on a flash cut basis in a single APS rate case and should occur over a transition

period that includes extensive customer education to inform customers about the new rate

26 structures and encourage a voluntary customer transition onto the Three-Part rates. The
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l

2

3

l4

5

gradual implementation of new residential rate structures that are better aligned with the cost

of service is consistent with the Staffs Rate Design Plan, discussed previously in my

testimony. However, forcing a more complicated three-part rate structuring on the general

body of APS's residential customers is not being recommended by Staff. Rapier, Staff

recommends that customers have a choice of rates and the choice be up to the customer.

6

7 F Customer Bank .Yervire Charger, Demand Rate; ander-é We Charge;

8 Q. Please discuss APS's proposals for increased fixed monthly customer charges.

9 A.

10

Currently, APS residential customers pay basic service charges ranging from $0.285 to $0.556

per day (38.67 to $16.91 per month). APS proposes the following basic service charges:I

1
l

•

l l

12
13

30.592 per day (818 per month on average) for the extra-small rate,
Rate R-XS;

•14 $0.789 per day (324 per month) for Rate R-1;

•15 $0.477 per day ($14.52 per month) for Rate R-2; and

•16 $0.789 per day (824 per month) for Rate R-3.

17 As discussed, the rates proposed by APS for Rates R-1, R-2 and R-3 also include the

•

18

19
20

following demand charges:

$0.736 per kW (approximately $22.39 per month on average) for Rate
R-1;

•21
22

$0.443 per kW (approximately $13.48 per month on average) for Rate
R-2, and

•23
24

$0.721 per kW (approximately $21.92 per monde on average) for Rate
R-3.

25

26

Staff is recommending that three-part rates for residential customers not be mandatory.

Rather residential customers should have a choice to either voluntarily select a three-part rate,

27 or to remain on a traditional two-part rate.
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1 Q.

2

Does Staff agree with the increased charges for those residential rates that have been

proposedby APS?

A.3

4

5

6

Not entirely. Staffs recommended base rate revenue requirement is lower than the revenue

requirement requested by APS. Staffs lower revenue requirement should provide a basis for

having lower basic service charge increases than those requested by APS, which were based

on APS's higher requested revenue requirement.

7

8 Q.

9

Please discuss Staffs recommended approach to establishing basic service charges

for a residential rate package, from which customers would be able to select the rate

10 of their choice.

11 A.

12

13

14

15

16

17

18

19

20

21

22

23

24

1

25

26

Staff believes there is a mismatch in the way the basic service charge is presented in existing

rate structures. Subject to testing for customer bill impacts and the concept of gradualism,

Staff recommends that an optimal rate structure would have a higher basic service charge for

die standard two~part rate, a basic service charge for the TOU rate that is lower than the basic

service charge for the standard two-part rate, and a basic service charge for the three-part

rates that is lower Dian the basic service charge for the TCU rate. By way of illustrating this

concept, if the basic service charge for standard two-part service (similar to existing rate E-12

were set at 316), the corresponding basic service charge for the 'loU rate (similar to ET-2)

would be lower (say 814 per month) and the basic service charge for the three-part rates

would be a further step lower (say $12 per monde). Staff recommends testing dies concept

for customer bill impacts and applying the concept of gradualism. The basic service charge is

one of the rate components that drives customer behavior. In comparison, currency the basic

service charge for the standard residential two-part rate is $0.285 per day, which equates to

$8.67 per month, and the basic service charge for rate ET-2 (the T()U rate) is 30.556, which

equates to $16.91 per month. Under the current structure of basic service charges between

alternative rates such as these, customers are incepted to utilize a standard two-part rate over
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1

2

3

doe alternative time varying rate. Staff believes, this is an issue dlat needs to be addressed and

is recommending that over time basic service charges be higher in two-part rates then in the

alternative TOU and three-part rates.

4

5 Q. What package of residential rate offerings does Staff recommend be developed?

A.6

7

8

9

10

11

l12

13

14

15

Staff recommends that the Company's residential rates be consolidated into updated rate

structures consisting of a two-part rate for very small residential customers (similar to the

APS-proposed Rate R-XS, but wide die threshold to be determined) a standard two-part rate

(similar to existing rate E-12 but with a higher customer service charge and the rate

components updated to reflect the cost of service), a two-part time of use ("TOU") rate

(similar to existing rate ET-2 with a customer service charge lower than the updated rate E-

12, and the rate components updated to reflect the cost of service), and two three-part rates

similar to the APS-proposed R-2 and R-3. The specific details of these residential rates

structures have not been developed, and would need to be tested for customer impacts prior

to being approved and implemented.

16

17 Q.

18

Does Staff support updating Me on-peak and off-peak usage hours for the TOU and

three-part rates?

A.19 Yes. As discussed below, Staff supports updating the on-peak and off-peak usage hours for

20 the TOU and three-part rates..
i

21

22 Q. Ho w d o e s Staff recommend that new residential rates be developed and

23 implemented?

A.24

25

26

Staff recommends that the Company's existing residential service rates be updated to reflect

changes related to the cost of service, and then frozen. Staff further recommends that the

Company over a period of 6-8 mondqs embark on a transition and education process to move
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l

2

3

4

5

6

7

8

customers from their existing rates to one of the new corresponding rate structures (e.g.,

extra small to R-XS, Standard to Standard, TOU to TOU and Demand to Demand). As rate

design evolves over time, legacy rates are created. These legacy rates present significant

challenges when designing new time varying rates. It is Staff's desire to mitigate some of the

challenges associated with these legacy rates though the proposed transition and education

process. Staff is also concerned about customer bill impacts and recommends that the new

residential rate stricture be tempered by the concept of gradualism and that the rate design

and educational process provide customers with appropriate rate choices for managing their

9 electric bills.

10
l l G. APS Pmpoxal lo Diirwnlinue Im/ining Black Rates

12 Q. What reasons has APS stated for its proposal to discontinue the inclining block rate? l

l

A .13

14

15

16

17

18

APS witness Miessner's Direct Testimony at pages 32-33 states that APS's current inclining

block rate (rate E-12) has four pricing blocks in die summer season ranging from $0.097 to

$0.173 per kph; the highest block price is about 80°/o higher than the first block. However,

Mr. Miessner states that this price difference is not based on any difference in cost of service.

It does not cost more per kph to serve a larger user than a smaller one. In fact, the larger

user has a lower unit (per kph) cost of service. He states that the difference only has the

19 effect of discouraging customers with larger usage from using dais rate.

20

21 Q. Does Staff agree with APS's proposal to discontinue the inclining block rate, Rate E-

22 12?

A.23 Yes. As explained by APS, the rate is not based on differences in the cost of service. Staff

24 agrees with APS's proposal to discontinue Rate E-12.

25
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1 H. APA" ProposedChanges /0 OnPeak Hours

2 Q. What on-peak hours are currently used in APS's TOU rates?

A .3

4

5

6

As explained by APS witness Miessner on page 33 of his Direct Testimony APS currency has

two TOU energy rates, ET-1 and ET-2, with on-peak hours of 9 a.m. to 9 p.m. and noon to 7

p.m., respectively. The difference in on-peak and off-peak prices varies by season and rate,

ranging from on-peak prices that are 2.6 to 4.0 times the off-peak prices.

7

8 Q. \Vhat on-peak hours does APS propose?

A.9

10

l l

12

13

APS proposes to consolidate die on-peak hours to 3 p.m. to 8 p.m. weekdays, excluding

designated holidays, and to reduce the TOU price difference so that on peak prices are 1.2 to

1.9 times the offpeak prices for the various rate options. As explained by APS witness

Miessner on pages 33-34 of his Direct Testimony, the change in on-peak hours better reflects

APS's system peak hours.

14

15 What is the so-called "duck curve"?Q.

A.16

17

18
l

l19

20

The "duck curve" is a graph of demand on the electric system which reflects the impact of

die dramatic increase in distributed solar production during the day, which represents the

belly of the duck. As solar production ramps down later M the day, customer load increases

going into the evening. This is the neck of the duck. This phenomenon is described in the

Direct Testimony of APS witness Miessner and in the context of APS's load during various

21 seasons is addressed by APS witness Wilde. As explained by APS witness Wilde at page 4 of

22 his Direct Testimony:

I
I
I

23

24
25
26
27
28
29

Non-summer net demand drops in the middle of the day when solar is
producing, creating a steep ramp down into the mid-day hours and back up
into the peak evening hours when solar shuts off and other resources need to
be started to meet peak demand. In California, they call this non-summer load
shape the "duck curve" because it has a tail, a belly in the middle, and a head
at the end of die day when net customer demand is high.
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3

APS witness Miessner states at pages 34-35 of his Direct Testimony that the Company's

proposed TOU hours of 3 p.m. to 8 p.m. address the "duck curve" by encouraging usage to

be shifted into the belly of the duck (noon to 3 p.m.) and discourages usage during the peak

4 "neck of the duck" hours.

5

6 Q. Has APS proposed adding holidays to the residential TOU rates?
i

7 A.

8

9

10

l l

12

Yes. As described on page 35 of his Direct Testimony, APS witness Miessner states that

currency, there are 6 holidays that are included in due off-peak hours for some residential

mc-of-use rates: New Year's Day, Memorial Day, Labor Day, Independence Day,

Thanksgiving, and Christinas. APS proposes that these holidays will be applied to all of the

new residential mc-of-use rates, along with four new holidays: Martin Luther King Dav,

Presidents Day, Cesar Chavez Day, which is March 31, and Veterans Day.

13

14 Q.

15

Has Staff accepted the above-described APS proposals for revised on-peak hours and

additional holidays for residential TOU rates?

16 A.

17

Partially. Staff recommends on peak hours between rpm and 7 pm on weekdays. Staff also

does not take exception to APS's proposal to include the four additional holidays.

18

19 I. IP$ Proposal 10 Diwonfinue the E/eat/if Vebir/e Rafe

20 Q. What electric vehicle charging rate does APS currently offer?

21 A.

22

23

24

25

Currently, APS offers an electric vehicle charging rate, ET-EV, which is designed to

encourage customers to charge their vehicles during the nighttime and early morning hours.

The ET-EV rate creates a super off-peak period of 11 p.m. to 5 a.m. weekdays, with a lower

kph energy price. As APS witness Miessner explains at page 35 of his Direct Testimony:

"The concern is that, under the odder existing rate options, customers may come home and
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l

2

begin charging their electrical vehicles at 7 p.m. and put significant pressure on die

transformer and distribution feeder capacity in their neighborhood."

3

4 Q. What reason does APS give for its recommendation to discontinue the electric vehicle

5 rate?

6 A.

7

8

APS witness Miessner states at page 35 of his Direct Testimony that APS believes that the

proposed demand rate options will provide ample incentive for customers to delay charging

their electric vehicles until after 8 p.m. Therefore, a special electric vehicle rate is no longer

9 needed.

10

l l Q. Do other Arizona utilities currently offer an electric vehicle charging rate?

12 A.

13

14

15

16

17 1

18

Yes. For example, Tucson Electric Power Company ("TEP") offers an electric vehicle

discount to customers of record who own and operate a highway approved electric vehicle,

and who are on an open residential Time-Of Use tariff. (See tep.com for information on

TOU tariffs). The electric vehicle discount will be a 5% reduction to the Power Supply

Charges during due off-peak periods. Power Supply Charges are the sum of the Base Power

Charge and the Purchased Power and Fuel Adjustment Clause ("PPFAC"), as defined in

TEP's PPFAC Plan of Administration."

19

20 Q.

21

How many customers has APS had on Rate ET-EV and what amount of annual

revenue does APS show for this rate?

A.22I
I

23

APS's proof of revenue shows approximately $528,000 revenue in the test year from Rate

ET-EV and 218 customers.

24

9 See, e.g., httpsz//www.tep.com/doc/tcp-electric-vehiclediscount-applicationpdf
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1 Q .

2

Does Staff agree with the APS proposal to discontinue the electric vehicle charging

rate, Rate ET-EV?

3 A . No. Staff believes there is merit in continuing the ET-EV rate as an option that is available

4 for customers with electric vehicles to choose.

5

6 Q.

7

Has Staff developed an updated revenue requirement for Rate ET-EV, corresponding

with the Staffs adjusted CCoSS results?

A.8

9

10

l l

Yes. Staff has developed an updated illustrative Rate ET-EV, corresponding with the Staffs

adjusted CCoSS and revenue allocation results. As shown on Attachment RCS-13, page 2 of

2, the current adjusted amount of revenue being collected by the ET-EV rate would be

increased by 11.18 percent.

12

13 ]. Ljmiled Income Bi// Program

14 Q. Please discuss APS's limited bill program.

15 A. APS currently offers two bill-discount programs for customers with limited income. The
i

16

17

18

19

20

21

Energy Support Program (ESP"),also known as the E-3 rate rider, provides bill discounts for

customers that are within 150% of the federal poverty level. The Medical Care Equipment

Support Program ("MCESP"), also known as the E-4 rate rider, provides a higher bill

discount for similarly situated customers with certain qualifying medical equipment that uses a

lot of electricity. The E-3 and E-4 programs had a combined participation during 2015 of

more than 88,000 customers and funding of $35.6 million, moody in die E3 program.l"

22

23 Q. What funding increase is APS proposing for those programs?
l

l

24 A .

25

As described in the Direct Testimony of APS witness Miessner at page 39, APS proposes pro

forma adjustments to Test Year revenue and costs to provide funding for program growth

10 See the Direct Testimony of APS witness Derstine at page 22 and the Direct Testimony of APS witness Miessner at
page 39. *CHECK
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2

3

through mid-year 2017 when new rates are expected to be implemented which amounts to an

additional revenue requirement of $12.7 million. This funding consists of an $11.9 million

revenue adjustment for additional discounts and an $800,000 cost adjustment for additional

4 administration and marketing costs, which includes income verification expenses to ensure

5

6

that the program participants are qualified. APS proposes to recover dmese costs from all

customer classes, allocated on kph, and collected through the System Benefits Charge, which

7 is die current mechanism for recovering these program costs.

8

9 Q. Has Staff accepted APS's proposed amount of increased funding for these programs?

10 A . Yes. In computing APS's revenue requirement, Staff accepted APS's proposed amount of

l l increased funding for these programs.

12

13 Q. What changes in the discount structure is APS proposing?

A.14

15

16

17

18

19

As described in the Direct Testimony of APS witness Miessner at pages 39-40, APS proposes

to replace the current percentage-of-bill discount structure with a flat $34 discount per month

for all customers during the Test Year. Similarly the mered discounts for the E-4 program will

be converted to a flat $57 discount per month, which also reflects the average discount for

that program today. In addition, the discounts will be converted to daily discount amounts of

$1.12 and $1.87 respectively and capped at 80°/0 of the customer's bill before taxes and odder

20 governmental fees.

21

22 Q.

23

Has APS provided information on how its limited income customer discounts

compare with other Arizona electric utilities?

24 A.

25

26

Yes. At page 40 of his Direct Testimony, APS witness Miessner indicates that SRP offers a

discount of S21 per summer and summer peak billing cycles, and a 8520 discount per winter

billing cycle, and that Tucson Electric Power Company ("TEP) currently has a $9 discount or
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2 In

3

a grandfathered discounted limited income retail rate and TEP proposed to increase this

discount to $15 in their most recent rate case, Docket No. E-01933A-15-0322.

comparison with those, APS's current and proposed discounts are larger.

4

5 Q. What is Staffs recommendation concerning the APS-proposed limited income

6 customer discounts?

A.7

8

9

Staff believes there is merit in having the updated funding levels that APS has proposed, and

in having a flat $57 discount per month discount. However, as noted above, Staff is not

convinced that the three-part residential rate design proposed by APS should be mandatory.

10 Staff recommends that residential customers have choices, and not be involuntarily

transitioned onto three-part rates with demand charges.

12

13 K. Experimental Djnamif Rate Rider;

114 Q. What dynamic pricing riders does APS currently offer?

A.15

16

17 1
1

18

19

20

21

22

23I

APS currently offers a peak event pricing and peak time rebate, which provide an extra

incentive for customers to be able to respond to extremely high load conditions and system

emergencies during core summer months. As explained by APS witness Miessner at page 40

of his Direct Testimony, both programs apply a price signal or incentive during a limited

number of critical days as determined by the Company. Customers can save on their bill by

reducing usage during these critical periods, beyond what died are already reducing through

their time-of-use or demand rate. APS has been testing those two programs, along with a

super-peak TOU rate that has a higher TOU price in the late afternoon and early evening day

during core summer months.

24

25

26

Because it has been easier to lm lament and reduced better demand res once, APSp P p

proposes to retain the peak pricing rate rider, but to discontinue to the peak time rebate rider
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2

3

and the super peak TOU rate. APS proposes to revise the critical hours from the current 2

p.m. to 7 p.m. to the same 3 p.m. to 8 p.m. TOU on-peak period that APS has proposed for

its three-part residential rates.

4

5 Q . Is Staff taking exception to any aspects of these APS proposals?

A.6

7 l
l
i

8

9

No. Staff does not take exception to the APS proposals to retain the peak pricing rate rider,

and discontinue the other two experimental programs. Cancelling experimental riders after

they have served dieir useful purpose is appropriate, as is retaining ones that continue to

serve a useful function. Staff agrees with APS's proposed revision to the critical hours to 3

1 0 p.m. to 8 p.m.

11
12 L Flat Bill Option

13 Q. What is APS proposing for a flat bill option?

14 A.

15

16r

17

18

As described by APS witness Miessner at pages 42-43 of his Direct Testimony, APS proposes

to make a Hat bill option available to customers on Rates R-1, R-2, R-3, and R-XS. The flat

bill option would not be available to partial requirements customers with onsite generation,

customers who do not have an AMI meter, customers on a limited-income discount,

customers with less than 12 months of AMI billing history, or extremely large or small

19 customers whose bills would be too difficult to estimate.

20

21

22

Initially, APS proposes to limit participation to 10,000 customers to test the concept, but APS

proposes that it could raise or eliminate the cap wide notification to Staff.

23

24

25

26

Under the program, customers pay a pre-determined flat bill each month that is based on the

underlying retail rate, the billing determinants from the prior year and any expected increases

in annual adjustors, plusa 15% "hedge premium" to reflect potential increases in kph usage
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l or kW demand during the year. APS proposes that the flat bill would be re-calculated each

2 year based on the customer's new prior year kph and kW billing determinants and the new

3 expected adjustor rates.

4

5

6

7

8

As proposed by APS, there would be no true-up to the customer's underlying calculated bill.

APS proposes to track the difference between the flat bill and die underlying calculated bill.

If that difference exceeds a 30% threshold on a cumulative month basis, the customer's flat

bill amount would be reset for the remainder of due year to reflect the difference.

9

10

11

12

APS proposes to administer the program on a calendar year cycle. Customers can enroll in or

drop out of the program during an open enrollment period in the fourth quarter of the year.

The customer's Hat bill would be computed based on their  prior 12 monthly billing

13 information.

14

l15 Q. Please discuss Staffs analysis of the APS-proposed Hat bill rider program.

16 A.

17

18

19

20

21

22

23

24

Staff believes that the flat bill option idea may have merit. However, Staff has concerns that

the APS proposal to include a 15% "hedge premium" may result in over-charging customers,

particularly since there is no true-up at the end of the year. Staff notes that the program as

proposed by APS includes a separate reset provision that would apply if differences between

the flat bill and underlying calculated bill exceed a 30% threshold. Staff would support the

APS-proposed flat bill program widiout the 15% "hedge premium" or, in the alternative, with

dirt 15% premium being refundable to the participating customer in full to the extent that the

customer's kph usage and kW demand did not increase during the year or refundable in part,

proportionally, if the customer's usage and demand increased by less than 15%.

25

I
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1 M. APS 'J Pmpoxed Transition of Cufiomers to I/Je New Refidenlial Rate Deign

2 Q. What transition period is proposed by APS for the new residential rate design?

A .3

4

5

6

7

8

9

10

11

12

13

14

15

16

In order to inform customers about the new rates, APS proposes to implement them in a

structured manner over a transition period following the Commission's decision in this rate

case. APS witness Derstine at pages 16-17 of her Direct Testimony states that APS plans on

transitioning its customers to the new rate plans proposed in Ms case in phases. APS will

move customers to the new plans based upon their billing cycle. She indicates that no existing

residential customers will be migrated during the three peak summer months of June, Judy,

and August, 2017. Prior to moving any customers to new service plans, APS will analyze the

customer's prior year's usage and determine which of the new rate plans is the best for die

customer. APS will move all residential customers to the plan that is best for them, provided

they are eligible for that plan. However, once the new rate plans first go into effect, a

customer may choose any of the new plans. Customers do not have to wait to be migrated

and can elect any plan that they are eligible for, not just the rate APS believes would be the

best option for them. APS anticipates that all residential customers will be migrated to the

new plans within 9 to 12 months of die date a decision is entered in this case.

17

18

19

20

1
21

22

23

24

25

Prior to migrating any customer, APS will send the customer a customized letter, explaining

that APS has done an analysis of their account and will be automatically moving them to the

plan that is best for diem based upon their usage history. The communication from APS to

the customer will also contain behavioral tips for saving money on the new plans, focusing on

Shift, Stagger and Save, as described above and in Attachment SLD-5DR to APS witness

Derstine's Direct Testimony. After sending the initial letter and in conjunction with the time

they are moved to the new plan, APS indicates that the customers will be sent an additional

notice reminding them their plan has changed. The reminder notice will be sent via bill insert
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l

2

and email (for aps.corn registered customers). Customers will also be encouraged to visit

aps.com for more information about the new plans and options.

3

4 APS witness Miessner states at page 47 of his Direct Testimony dlat:

5

6

7

8

9

10

l l

12

13

14

15

During the transition period, residential customers will be billed under the
current rate schedules, which will be revised to reflect the increased revenue
requirement approved for the residential class. All customers will initially be
served under the corresponding transitional rate - E-12 customers on the E-
12 transitional rate and so on. So there will be no need to immediately place a
customer on a new rate Ar the conclusion of the rate case. The rates will be
frozen so that once a customer either chooses a new rate option or is placed
on one, they may not return to the frozen rate. After the ttansidon period, die
transitional rates will be cancelled. The revised existing rate schedules are
provided as part of the Company's SFRs.

16 Q. Does Staff agree with the transition proposed by APS?

A.17

18

No. Staff disagrees with APS's proposal to involuntarily migrate all but very small residential

customers onto three-part rates. Staff supports an orderly transition along with customer

19 education about the new rate structure and customer choice. However, Staff does not

20

21
1

22

23

24

recommend that APS be allowed to impose three-part rates on all residential customers

having usage above 600 kph per month. Rather, Staff recommends that APS educate

customers about the new rate options, and how customers could save by modifying their

usage and voluntarily selecting one of the three-part rates. Staff recommends that all of APS's

residential customers continue to have choices, including an option of a two-part rate.

25

VII. GENERAL SERVICE RATES26
27 A. APS 'J Czmvnl Genera/ Senile Rater and APS 'J Proposed Changer

28 Q. Please discuss APS's current general service rates.

29 A. APS's General Service customer class includes all non-residential customers except irrigation

30 and outdoor lighting customers. Businesses, schools, universities, hospitals, manufacturers,
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l

2

and governmental accounts are examples of general service customers. APS currency offers a

number of rate offerings for general service customers including:

•

3

4
5

Standard rates for extra-small, small, medium, large, and extra-large
customers (E-32);

•6 Time-of-use rates for diesel same customer groups (E-32 TOU);

•7 Time-of-use rates for schools (GS-Schools M and L);

•8 A frozen time-of-use rate for houses of worship (E-20),

•9

10
Rates for power plants that uses some retail service (E-36 XL and M);
and

•l l An unmetered service rate (E-30).

12

13 APS also offers several rate riders for general service customers, including:

•

14

15

16
Rate Rider Schedules E-56 and E-56 R for partial requirements
service;

•17

18
Rate Rider Schedules EPR-2 and EPR-6 for partial requirements
service for certain qualifying renewable generation;

•19 Experimental Rate Rider AG-1;

•20 Rate Rider Schedule PPR for preference power;

•21 Rate Rider Schedule ERR for interruptible rates; and

•22 Rate Rider Schedule SGSP, a schools and government solar program.

Q. What changes is APS proposing for General Service Rates?

A. As explained on page 49 of APS witness Miessner's Direct Testimony, die Company is

23

24

25

26 proposing the following changes and additions to General Service Rates:

l

I



Direct Testimony of Ralph C. Smith on Rate Design
Docket Nos. E-01345A-16-0036 et al.
Page 47

•

l
2 Increase the rates to reflect the requested increase in revenue requirements for due class,

•3 Increase the basic service charges;

•4

5

6

Modify rates E-32 XS (extra-small) and E-32TOU XS by including a demand charge and

simpli fy the kph charges by el iminating the second tier rates. Also, change the

qualiticadon for these rates to be consistent with other general service rates;

•7 Reduce the number of on-peak hours for the E-32 TOU rates;

•8

9

Reduce the gap to cost of serv ice for rates E-20 and reduce the difference from the

alternative E-32 rate options;

•10 Cancel rate rider E54 for seasonal service,

•l l Discontinue the AG-1 experimental rate rider for buy-through power,

•12 Add a new optional aggregation discount for large customers with multiple sites; and

•13 Add a new rate for customers with extra high load factors.

14

15 B. Rate.f E-32 XI (exfra-.f/na//) and E32TOU XS

16 Q. What Demand Charge does APS propose to add to Rates E-32 XS and E-32TOU XS?

17 A.

18

19

20
1

1
1
121

Similar to its residential rate proposals, the Company proposes Three-PartRates for Rates E-

32 XS and E-32TOU XS. For Rate E-32 XS, APS proposes including adding a Demand

Charge of $6.90 per kW per month for secondary level service and to increase the Basic

Service Charge from $20.44 to $35.28. APS proposes demand charges for E-32TOU XS of

$4.546 onpeak and $2.599 off-peak for secondary service.

22

23 Q. Does Staff agree with that APS proposal?

24 A.

25

Not completely. Similar to the residential rate proposals, Staff recommends that small

General Service customers should also be able to choose to have a Two-Part Rate. Staff

26 opposes APS's proposal to involuntarily impose Three-Part Rates on small General Service

I
|
i
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1

2

customers. Staff supports APS's proposal to offer a Three-Part Rate E-32 XS and Rate E-

32TOU XS, but Staff recommends that the small General Service customers should have a

3 choice between Two-Part and Three-Part rate options.

4

5 Q.

6

Does Staff agree with APS's proposal to eliminate the second tier of the extra-small

General Service rates?

A.7 Yes. Currently, the extra-small General Service rates have a first-tier kph charge for the first

8

9

10

l l

5,000 kph in a month and a lower second-der charge for all other kph consumption. Staff

agrees with APS's proposal to reduce the first-tier kph charge and eliminate the second

because very few extra-small customers reach the 5,000 kph threshold in a month and

because the second tier adds undue cornelle>dty to the rates and is unnecessary.

12

13 Q.

14

Does Staff agree with APS's proposal to change the on-peak period for the extra-small

general service TOU rates?

A.15

16

Yes. Staff agrees with APS's proposal to use an on-peak TOU period of 3 p.m. to 8 p.m.

weekdays, without any holiday exemptions, for the extra-small General Service TOU rates.

17

18 Q.

19 l

l

Has Staff developed illustrative rates for extra small general service customers using

Staffs adjusted cost of service and revenue allocation?

A.20 Yes. Similar to some of the comments regarding residential rate design, Staff is concerned

21

22

23

24

25
I

I 26

that there is a mismatch in die way the basic service charge is presented in existing rate

structures for extra small general service customers. Subject to testing for customer bill

impacts and the concept of gradualism, Staff recommends that an optimal rate structure

would have a higher basic service charge for the standard two-part rate, a basic service charge

for the TOU rate that is lower than the basic service charge for the standard two-part rate,

and a basic service charge for the three-part rates that is lower than the basic service charge
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1 for the 1OU rate. Under the current structure of basic service charges between alternative

2

3

4

5

6

7

8

rates such as these, customers are incepted to utilize a standard two-part rate over the

alternative time varying rate. Staff believes, this is an issue that needs to be addressed and is

recommending that over time basic service charges be higher in two-part rates then in the

alternative TOU and three-part rates. Exhibit RCS-14 illustrates how the Staff adjusted

revenue allocation and the establishment of basic service charges could be used to establish

new two-part rates for extra small general service rates E-32 XS and E-32 TOU XS. Exhibit

RCS-15 presents similar illustrative rate design for dire-part versions of diesel rates that

9 include a component for demand charges.

10
l l C. Pro/>o.red Carve//ation oRate Rider E-5 4

12 Q.

13

Does Staff agree with APS's proposal to cancel rate rider E-54, which is a seasonal

service alternative minimum bill rider?

14 A.

15

16

Yes. APS has indicated that there are currency no customers participating in this rate rider.

Moreover, it is no longer necessary or beneficial to customers given the changes to rate E-32

L in APS's last general rate case.

17

18 D. Expefimenfa/AG-7 Rafe

19 Q. What is the APS Experimental AG-1 Rate?

A.20

21

22

23

Pursuant to the Settlement Agreement in APS's last base rate case dirt was approved in

Decision No. 73183, APS offered an experimental buy-through rate for the generation

portion of the bill for large and extra large commercial and industrial customers. The program

was limited to 200 MW of total participation, to ideally be split equally between die large and l

i
l24 extra-large customer groups.

25
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l Q. Have APS customers been using the Experimental AG-1 Rate?

A.2

3

4

Yes. As indicated by APS witness Snook on page 43 of his Direct Testimony, customer

interest in the program exceeded the program size limits, so APS conducted a lottery to select

participants for the experimental program. The program is fully subscribed.

5

6 Q. Has the sunset date for the Experimental AG-1 Rate been extended?

A.7

8

9

Yes. Initially, die program had a sunset date of June 30, 2016, but the date was extended by

the Commission in its Decision No. 75322 (November 25, 2015) to coincide with the

ultimate rate effective date of the Decision in this rate case.

10

l l Q. Has APS identified concerns with the Experimental AG-1 Rate?

12 A. Yes. APS has raised concerns that the Experimental AG-1 Rate has not enabled APS to

13

14

15

16

17

recover its costs. APS witness Snook states on page 44 of his Direct Testimony that APS

believes the AG-1 program has sigrNticant flaws and shifts unreasonable revenue

responsibility to other customers. He states that APS has had unmitigated lost margins from

the AG-1 program every year it has been in place. Consequently, APS does not view the

Experimental AG-1 Rate as a sustainable program.

18

19 Q. What does APS propose for the Experimental AG-1 rate?

A.20 APS proposes that it not be renewed.

21

22 Q.

23

24

In the event that a buy-through program like the Experimental AG-1 rate were to

continue to be required by the Commiss ion to be of fered by APS, does APS

recommend some changes to the current program?

A.25

26

Yes. APS recommends several modifications to ensure that AG-1 customers directly pay a

greater share of APS's cost of providing them service. The specific changes recommended by
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l

2

3

APS are listed in Mr. Snook's Direct Testimony at pages 44-45. However, even with such

modifications, Mr. Snook states at page 46 of his Direct Testimony that APS does not believe

that the benefits of a renewed AG-1 program outweigh the risks.

4

5 Q. Does Staff support the renewal of the Experimental AG-1 Rate?

A.6

7

Staff recognizes that the Experimental AG-1 rate has been a popular program with the

eligible APS customers. Thus, there is likely to be continued interest in the program from the

8

9

1 0

customers who are currently participating, as well as from other APS customers who have

wanted to participate but could not, due to the program limitations to 200 MW of total

participation. On the other hand, Staff acknowledges APS's significant concerns about

l l significant program design issues. In particular, Staff is concerned about shifts of revenue

12

13

1 4

15

16

17

requirement responsibility to other APS customers, which was one of the main concerns

identified by APS. Staff shares APS's concerns dirt die Experimental AG-1 Rate in its

current font is not sustainable. Staff agrees with APS that if a program similar to the AG-1

Rate were to  be provided, a number of  modifications to  the current version of the

Experimental AG-1 Rate would be needed. Because of such concerns, Staff is not opposed to

APS's request to not renew the Experimental AG-1 Rate. Staff recommends that APS

18

19
l

20

21

22

continue to work with the large customers who are on the AG-1 Rate and who would be

eligible for the AG-1 rate but for the program limitations, and to see if modifications can be

developed to provide for a buy-through rate that addresses the concerns noted above. Staff

does not recommend approval of a AG-1 type rate unless it can be demonstrated that no

other customers will be harmed as a result of the program.

23
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1 18. E40/fomiv Deuce/opmemf, fervzke .Ya/Jedu/e 9

2 Q. What is APS proposing for a new Economic Development rate provision, Service

3 Schedule 9?

4 A . As described by APS witness Snook at pages 47-48 of his Direct Testimony:

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

The proposed Service Schedule 9 is intended to support commercial and
industrial economic development in the APS service territory. The Company
proposes to provide a bill discount over a period up to six years for qualifying
new or expanding customers. Eligible customers include new customer sites
and significant net expansions for existing sites served under extra-large
general service rates E-34 and E-35, with a minimum new load of 1,000 kW
for existing customers and 2,000 kW for new customers, and monthly average
load factors of at least 55%. The discount would be specific to each customer,
within the following parameters: 1) the discount does not exceed 25% and 2)
is no less than APS's marginal cost of providing service. APS will file
agreements executed under Service Schedule 9 with the Commission Staff in a
compliance filing. APS envisions that the discount would typically be
structured on a declining annual basis over the term. The eligible customer
would also be encouraged to participate in the Company's energy efficiency
program, demand response program, or renewable energy programs to help
minimize any system peak impact from the new load. Total participation
under this service would be limited to 100 MW of load or 50 new customers,
whichever is less (on a MW basis).

24 Q. What has APS proposed for an Economic Development rate?

A.25

26 is

As described by APS witness Snook at pages 47-48 of his Direct Testimony, the APS-

and industrial economicproposed Schedule

27 over a

28

9 intended to support commercial

development in APS's service territory. APS proposes to provide a bill discount

period of up to six years for qualifying new or expanding customers.

29

30 Q. What eligibility requirements does APS propose for the Economic Development rate?

31 A.
i

i

32

33

APS proposes dirt eligible customers include new customer sites and significant net

expansions for existing sites served under extra-large general service rates E-34 and E-35,

with a minimum new load of 1,000 kW for existing customers and 2,000 kW for new

34 customers, and monthly average load factors of at least 55%. The APS-proposed eligibility
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1

2

requirements are set forth in additional detail in Section 1 of APS's proposed Service

Schedule 9.

3

4 Q. What features of the Economic Development rate does APS propose ro avoid cross-

5 subsidization?

A. APS proposes that the discount be specific to each qualifying customer and that (1) the

discount does not exceed 25% and (2) the discounted rate is no less than APS's marginal cost

of providing service. APS further proposes that it would file the agreements that it executes

with customers pursuant to Schedule 9 with the Commission Staff in a compliance filing.

6

7

8

9

1 0 1
l
l

Q. What are some of the other features of APS's proposed Economic Development ratel l

12 program?

A.13

1 4

APS witness Snook also states dirt die Company envisions that the discount would typically

be structured to decline annually over the term. Moreover, the eligible customer would be

encouraged by APS to participate in the Company's energy efficiency program, demand

response program, or renewable energy programs to help minimize any system peak impact

from the new load. Finally, APS proposes to limit participation in the Economic

Development rate program to 100 MW of load or 50 new customers, whichever is less (on an

MW basis).

Q. Does Staff support the APS proposal for an Economic Development rate?

15

16

17

18

19

2 0

21

22 A. Yes. Staff supports the APS proposal for an Economic Development rate under Service
l

Schedule 9.23

24
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1 Q . Does Staff have any recommendations concerning the APS compliance filings?

A .2

3

4

5

6

Yes. When APS files the customer agreements, in addition to providing Staff with a copy of

die "Customer Characteristics Report" listed in Section 4 of die APS-proposed Service

Schedule 9, APS should provide Staff with information estimating the impact on peak

demand from the new load, as well as information clearly demonstrating dirt (1) the discount

does not exceed 25% and (2) the discounted rate is no less than APS's marginal cost of

7 providing service.

8

9 "Conflict of Interest"Q .

10

Does Staff h av e an y recommendations concerning the

provisions in Section 2 of the APS-proposed Service Schedule 9?

A.

12

Ycs. The APS-proposed Conflict of Interest provisions include APS submitting an affidavit

to the Commission that includes statements that no current officer or director of Pinnacle

13

14

15

16

17

18

19

West Capital Corporation or any of its subsidiaries has a direct or indirect interest in the

Customer or in any entity which has provided substantial services to the Customer in

connection with a proposed agreement under this schedule. Staff recommends that this

Conflict of Interest provision be strengthened by including in the statement not only current

officers and directors, but also any persons who have been officers or directors of Pinnacle

West Capital Corporation or any of its subsidiaries widiin the three-year period prior to the

Service Schedule 9 agreement.

20
21 F Exit-Hgg/J Load Factor Rate

22 Q . Please discuss APS' proposal for a new Extra-High Load Factor ("XHLF") Rate.

A.23 APS witness Snook discusses this APS proposal at pages 46-47 of his Direct Testimony. To

24
l

25 l

26

qualify for the new XHLF rate, the customer must have a monthly average load factor of

92% in nine of the last twelve months, on a rolling basis. In addition, different than odder

extra-large rate schedules, the minimum size qualification is 5,000 kW or greater, rather Man

i
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l 3,000 kw. A few additional features of the XHLF rate would be available to customers with a

2 minimum size of 15,000 kw. For example, APS is proposing the option of qualifying for

3

4

5

6

7 I

8

9

transmission level service through a contribution in aid of construction ("CIAC"), rather than

outright purchase of the facilities, at the 15,000 kW threshold. This option will require the

customer to also enter into a maintenance contract and share in the cost of replacing any

equipment that is necessary. As part of this option, APS will also offer to finance die CIAC at

\PS's WACC established in its most recent rate case for a period not to exceed ten years.

Additional details of APS's proposed XHLF Rate Schedule have been provided by APS in its

Standard Filing Requirement Information, under "General Service."

10

l l Q. Does Staff support APS's request for a new XHLF rate?

12 A.

13

14

15

16

Staff believes there is merit in the APS-proposed new XHLF Rate. Staff has adjusted the

amount of revenue that should be collected an XHLF rate (based on using Staffs adjusted

CCoSS results) in Attachment RCS-13, page 2, to $17508 million. This is a 4.36 percent

increase over the adjusted amount of current revenue listed by APS of $16.776 million, and is

lower than the APS-proposed amount of 524.650 million.

17

18

19

VIII. RATES FOR IRRIGATION/WATER PUMPING, OUTDOOR LIGHTING, AND

DUSK-TO-DAWN LIGHTING SERVICE

20 Q.

21

Does Staff agree with the rates proposed by APS for Irrigation/Water Pumping,

Outdoor Lighting, and Dusk-To-Dawn Lighting Service?

A.22 No. However, as shown on Attachment RCS-12 and RCS-13, the differences for these rates

23 between Staff and APS relate to the Staffs recommendation to use a lower jurisdictional

24 revenue requirement.

25

1
I

r
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IX. OTHER APS-PROPOSED RATE CHANGESl

2 A. F/ag.ftq8".$lo/ar Experimental Rate Rider; Rule 5:/Jedu/eCMPU7-07

Q. What is the Flagstaff Solar Experimental Rate Rider?

A. As explained in APS witness Miessner's Direct Testimony at page 42, this is an experiment

involving 125 residential customers on a single feeder in APS's Nordiern region. APS

installed and owns the rooftop solar units, which are hooked up directly to the grid and do

not serve the load in the home. The program has been ongoing for approximately five years,

and APS has completed the grid impact assessments. Therefore, APS proposes to consolidate

the Flagstaff Solar Experiment into the Solar Partner Program, with the $30 per month bill

credit for renting the customer's roof. Because of the consolidation, APS proposes to cancel

the Flagstaff experimental Rate Schedule CMPW-01.

Q. Does Staff agree with this APS proposal?
l
l
l

A.
l

3

4

5

6

7

8

9

10

l l

12

13

14

15

Staff does not take exception to this APS proposal. Cancelling experimental riders after they

have served their useful purpose is appropriate.

16

17 B. Change: to .Yen/ire .ac/Jedu/e 7 Charges

Q. What changes is APS proposing to Service Schedule 1 charges?

A.

I

APS witness Miessner's Direct Testimony at pages 59-60 lists the following Service Schedule

1 current rates, APS's proposed charges and the changes:

18

19

20

21

22

23

24

25

26
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Service Schedule I - Statement of Chlrges~ Proposed Changes

Proposed C urgent
Glarges Charges

s 8.00 s 25.00

s 33.00 s 35.00

s 8.00 s °5.00

S

s

S

( l7.00]

(2.00)

(67.00)

Residential Service Establishment Charge

Nonresidential Service Establishment Charge

Atlter hours Charge -Residential Standard Metering

After hours Charge -Residential Non-Standard
Metering s 13100 s 75.00

164.00 S 75.00

s

s

s

62.00

89.00

12.00

s 89.00s 164.00

s (0.48)

s 75.00

s (0.48)

10.00 s 15.00

s 9650

15.001

(7.50)

20.00

s

s s9.00

s I 35.00

S

s

s

nzxrinuml

-
s 70.00

S 16.50

s 30.00

s 50.00

70.00

50.00

(2.50)

14.00

43.00

6.00

s

s

s

s

s

s

s 14.00

s 44.00

s 93.00

s 22.00

S 26.00

A!ltcT hours Charge -Nonresidential

Sam: Day Connect Charge

Nons1andard Connect Charge (per crew person,
per hour]

Elcetronicallv Transznitld Payment Discount

Dishomrcd Paymcm Fee

Field Call Charge

Overhead Rncormeetion Charge

Underground Recormoction Charge

NonStandard Metering Monthly Meter Reading

Setup t̀ ee for customer v.ith existing AMI meter
Setup fee tar customer without existing AMI
meter
Meter Reread

Meter test m shqa

Meter test at site

Trip Charge Residential

Trip Charge - Nonresidential mzailiuml

l

2

3

4

5

6

7

8

9

10

l l

12

13

14

15

16 Overall, the changes proposed by APS to these charges are anticipated to result in

17 approximately 83.9 million in reduced annual revenue, which is reflected in the APS pro

18 forma adjustment to Test Year revenue detailed in Attachment CAM-07/R.

F Q. Does Staff have issues with some of the APS-proposed Schedule 1 fees?

A .

19

20

21

22

23

24

Yes. Staff recommends that the APS-proposed "set-up" fees of 3570 and $50 for customers to

opt-out of having an AMI meter be rejected.

Additionally, Staff questioned du: cost support provided by APS for the $87 Same

Day Connect Charge and the $164 Non-standard Connect Charge (per crew person per

hour). In response to such Staff inquiries, APS has indicated that a correction is needed.

25
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l C. AMIMeier Op! Out Fear

2 Q. Please discuss the charges proposed by APS for customers who opt out of having

3 AMI meters.

4 A.

5

6

The AMI opt-out option allows customers to be served with a digital meter and manual meter

reading instead of the AMI system. Details of the meter technology and related program

information are provided in the Direct Testimony of APS witness Bordenkircher. There are

7 additional charges to cover the one-time special installation cost and the monthly cost of

8
l

9 1
10

l l

reading the meter manually with APS personnel rather than automatically through the AMI

communication network. APS proposes a one-time installation charge of $70 for customers

with an existing AMI meter ($50 for customers without an existing AMI meter), and an on-

going meter reading charge of 315 per month.

12

13 Q. How many customers does APS have that have opted out of having AMI meters?

A.14 APS witness Bordenkircher's Direct Testimony at page 10 shows that in 2015 APS had

15 16,568 customers with non-standard meters:

16

Region of Arizona # of
Meters17

18

19

20

10,352
3,610
1,856
518

232

Northwestern Prescott, Cottonwood, Sedona, Dewey, Flagstaff

Metro Phoenix ..___ ._ . . _
Northeastern Payson, Show Low, Snowflake

Southeastern Casa Grande, Bisbee, Douglas, Globe, Miami

Southwestern Yuma, Parker, San Luis
21

Grand Total 16,568
22

23

24

In die response to Staff 9.18, APS showed that as of September 30, 2016, 15,890 customers

had elected to not have an AMI meter.

25
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l Q. What concerns does Staff have concerning the AMI opt-out charges?

A.2 Staff is concerned with determining whether or not the opt-out fees are cost-based and

3 appropriate.

4

5 Q . Has Staff reviewed the cost support provided by APS for these charges?

A.6

7

Yes. Staff has reviewed the information provided by APS for these charges including the

information provided in APS witness Bordenkircher's testimony. APS claims that a

8

9

10

11

12

13

14

15

16

17

residential customer that chose to opt-out created additional meter reading related costs to

APS during the Test Year of $232.15; this is comprised of $66.79 for die initial set-up plus an

additional $13.78 per month. APS claims that a commercial customer's additional cost in

2015 was $499.95; this is comprised of $334.59 for the initial setup plus an additional $13.78

per month. Mr. Bordenkircher states at page 10 of his Direct Testimony that the total cost

and expenses attributable to meter reading for non-AMI meters in the Test Year was

$3,071,131 He indicates that this cost includes expenses such as: the additional transportation

costs and wear and tear on vehicles; additional employees or additional employee mc

allocation to manually read meters and input the information into the billing system; and

additional supplies, equipment and technology.

18

19 Q.

20

Are there some customers, who, under APS's proposal would not have the option to

opt-out of having an AMI meter? l
l

A.21
l
l

22

23

24

25

Yes. According to the Direct Testimony of Scott Bordenkircher, rooftop solar customers

and non-residendal customers would not have the option to opt out. APS would not allow

rooftop solar customers to opt-out of having an AMI meter because it is critical to APS's grid

reliability and load forecasting accuracy that APS have current production data from all

rooftop solar systems. APS has also stated that non-residendal customers would not be

i
K
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allowed to opt-out because they are larger customers wide more complex billing structures

that require the sophistication of an AMI meter.

Q.

1

2

3

4

5

6

Why does APS assert that it is appropriate to charge customers refusing "smart"

meters additional charges for meter reading and set-up when other customers will be

receiving that same service at no extra charge?

A. APS responded to dis question in Woodward 2.10(d) as follows:
l
\
l
l
I

7

8

l

9

10

11

12

13

Customers who specifically choose to opt out of APS's standard metering

when they otherwise could be successfully served via standard metering are

causing additional costs for the utility that it would otherwise not have. It is

therefore appropriate for diode customers who make that choice to bear those

costs.

l

Q.

l
i

l

Why does APS assert that it is appropriate to charge customers refusing "smart"

meters the cost of the "smart" meters system they are not using, the cost of manually

reading their meters, plus the cost of manually reading these customer meters that

cannot be serviced by a "smart" meter.

1

14

15

16

17

18

19 A. APS responded as follows to this question in Woodward 2.l0(e):

l

l

lAPS's metering cost structure includes due costs associated with metering all

customers via AMI as well  the small number of customers who cannot
(through any choice of their own) be metered via AMI. These costs are shared

by all APS customers. Customers who specifically choose to opt out of APS's

standard metering when they otherwise could be successfully served via

standard metering are causing additional costs for the util ity that would

otherwise not have. It is therefore appropriate for those customers who make

the choice to bear those costs.

20

21

22
23

24

25

26

27

28

29
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l Q. Did APS provide information showing the cost basis for its proposed AMI meter opr-

2 out charges?

A.3

4

Yes. APS provided information showing the cost basis for its proposed AMI meter opt-out

charges in Scott Bordenkircher's direct testimony and in response to Staff 9.18.

5

6 Q.

7

How does the AMI opt-out option proposed by APS compare to charges that are

similar for other Arizona utility companies?

A.8

9

10

l l

12

In 2013, Tuscan Electric Power (TOP) had a rate case (Docket No. E-01933A-12-0291) in

which they proposed similar fees that APS is proposing in this rate case regarding the AMI

opt-out option. Decision No. 73912 in regards to that case states that the Commission

currcndy has an on-going investigation docket on safety, privacy and health issues concerning

the use of smart meters, Docket No. E-00000C-11-0328. TEP's rate case was held open for

13

14

15

16

17

18

AMI opt-out issue until the Commission's investigation concluded and decide on the

appropriateness of TEP's opt-out charges and tariffs after the Commission's decision was

entered into Docket E-00000C-11-0328. As of now, that investigation is still open. Therefore,

TEP's issue regarding the opt-out option is still undecided. In TEP's 2015 rate case (Docket

No. E-01933A-15-0322), Staff recommended in Howard Solganick's Rate Design Direct

Testimony, that the costs of a new meter installation should be recouped from the customer

19

20

21

22

23

requesting a non-standard meter (at the fee for Service Establishment, Reestablishment, or

Reconnection of Service under usual operating procedures During Regular Business Hours)

along with the monthly reading costs (at the Special Meter Reading Fee). In its rebuttal

testimony, TEP agreed with Staff witness Solganick's recommendations. According to TI£P's

Statement of Charges, the Special Meter Reading Fee is $20, and the Service Establishment,

24 Reestablishment, or Reconnection of Service under usual operating procedures During

25 Regular Business Hours is $32.

26
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l What are APS's current fees for a meter installation?Q.

IA.2 In APS's Service Schedule 1 in their Statement of Charges, \PS lists their Residential Service

3 Establishment Charge as $25, and their Non-Residential Service Establishment Charge as

4 $35. APS describes their Service Establishment Charge as follows:

5

6

7

8

9

10

11

2.2 Service Establishment and Customer Request for Special Service
Charge - A Service Establishment Charge of $25.00 for residential and $35.00
non-residential plus any applicable tax adjustment will be assessed each time
Company is requested to establish, reconnect or re-establish electric service to
the Customer's Delivery Point, or to make a special read without a disconnect
and calculate a bill for a partial monde.

12

13

14

15

2.2.1 The Customer will additionally be required to pay a trip charge of
$16.00 when an authorized Company representative travels to the Customer's
site and is unable to complete the Customer's requested services due to lack of
access to the Point of Delivery.

16 Q. What are APS's proposed charges for Service Establishment?

A.17

18

19

APS proposes to reduce the Residential Service Establishment charge to $8 from the current

charge level of $25. APS proposes to reduce the Nonresidential Residential Service

Iistablishrnent charge to $33 from the current charge level of $35.

20

21 Q.

22

Has APS provided information concerning its cost of meter installation per unit, and

is its installation cost different for AMI and non-AMI meters?

23 A. Yes. APS's response to Woodward 2.19(d) provided APS's meter cost information as follows:

24

25 [HIGHLY CONFIDENTIAL]

26
27

28

29

-

30 [END HIGHLY CONFIDENTIAL]
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1 Q.

2

Does APS distinguish its meter installation costs between whether a meter is an AMI

meter or not an AMI meter?

A.3 No. APS's meter installation costs are based on the meter phase and not upon whether Me

4 meter is AMI or non-AMI.

5

6 Q. Should the cost for installing a non-AMI meter be more than the cost of installing an

7 AMI meter?

A.8 No, it should not.

9

10 Q. W hat is  Staffs  recommendation regarding AP S 's  proposed AMI  meter  opt -out

option?

12 A.

13

Staff supports the $15 meter reading fee that APS proposes to charge, because APS has

reasonably demonstrated that it would incur additional costs associated with meter reading

14

15

16

for customers who voluntarily choose to opt-out of having an AMI meter, in comparison to

customers who have an AMI meter. Staff views the $15 meter reading fee is cost-based and

relates to the additional costs attributable to the customer's choice to not have an AMI meter.

17

18

19

20

However, Staff does not support the APS-proposed set-up fees of $70 for a customer

with an existing AMI meter and 3550 for a customer without an existing AMI meter. APS has

not demonstrated that its cost of installing a non-AMI meter is different from its costs of

21

22

23

installing an AMI meter, thus charging customers who opt-out of having an AMI meter an

additional installation or set-up fee is not reasonable. The standard residential and

nonresidential Serv ice Establishment Charges should apply regardless of whether the

24 customer has an AMI or non-AMI meter.

25
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l D. Same Deg/ Co/meet Charge and Non.rlandard Conneef Charge

2 Q.

3

Did the APS-proposed Same Day Connect Charge and Non-standard Connect Charge

agree with the cost support that APS provided for those charges?

4 A.

5

6

7

No. The APS-provided cost support for the Non-standard Connect Charge shows $91,

rather than the $164 proposed by APS for that charge. In response to an informal inquiry by

Staff about this, APS provided the following statement:

Mhe $91 listed under the blended cost column should be updated to $164.

8

9
10

l l

12

13

14

The primary difference in the Non-Standard connect charge versus the Same
Day connect charge is that the Non-Standard is listed at 1 hour of Held time
instead of two. The blended costs are still the same because the individual
charge for that service alone at 2 hours would be higher than $163.43, but die
decision was to level the charges at 3164 for consistency. In most cases, the
field time for the Non-Standard connect is in fact 2 hours, but that was not
reflected in this chart.

15 With this additional explanation from APS, Staff has accepted those charges.

16

17 RATE STABILIZATION MECHANISMx.

18 Q. What does APS propose for a Rate Stabilization Mechanism in the current rate case?

19 A.

20

21

22

23

24

25

26

Apparently, APS is Q; proposing adoption of a Rate Stabilization Mechanism in the current

rate case. APS witness Snook explains at pages 34-35 of his Direct Testimony that the

Company believes that a full revenue decoupling mechanism, which he refers to as a Rate

Stabilization Mechanism ("RSM") could have some benefits to die Company and its

customers, which he lists on page 35 of his Direct Testimony. However, at page 35, he also

states that APS determined Mat this case was not the appropriate time to propose the RSM.

From the discussions in Mr. Snook's testimony, it is apparent that APS is not proposing

adoption of full per-customer revenue decoupling or an RSM in die current rate case.

27
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l XI. LOST FIXED COST RECOVERY MECHANISM

2 Q. What is the Lost Fixed Cost Recovery mechanism?

3 A. The LFCR mechanism provides for the recovery of lost Fixed costs, as measured by revenue,

4

5

6

7

8

9

associated with due amount of energy efficiency ("EE") savings and distributed generation

("DG") that is authorized by the Commission and determined to have occurred. Costs to be

recovered through the LFCR include the portion of transmission costs included in base rates

and a portion of distribution costs, other than what is already recovered by (1) the Basic

Service Charge and (2) 50% of demand revenues associated with distribution and the base

rate portion of transmission."

10

11 Q. Is APS proposing revisions to its LFCR?

A.12 Yes. As described by APS witness Snook on pages 36-37 of his Direct Testimony, APS is

13

14

15

16

proposing some modifications to its easting LFCR, including the following:

• The Company is proposing that the LFCR rate filed on January 15th
become effective on the first billing cycle in March each year unless
the Commission takes specific action on the LFCR compliance filing.

•17 The Company is proposing to increase the year over year cap to 2%.

18

19

20

21

22

APS is proposing to update the costs eligible for recovery. Specifically,
APS is proposing that the LFCR be modified such that 100%  of
transmission, distribution and generation costs collected through
energy charges are included and 50% of transmission, distribution and
generation costs collected through demand charges are included.

•23
24

APS is proposing to remove the LFCR opt-out rate option, which
APS indicates has proven unnecessary.

25
26
27
28
29

APS is proposing that the adjustment will be no longer be applied to
customers' bills as an equal percentage surcharge, but rather as a
capacity (demand) charge per kW for customers with a demand rate
and as a kph charge for customers with a two-part rate without
demand.

l

11 See, ACC Decision No. 73183, Attachment F, page 1.
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l

2 Q.

A.3 Filing

4

Has APS provided its revised LFCR Plan of Administration?

Yes. APS provided its revised LFCR Plan of Administration in the Standard

Requirements.

Q. Why is APS proposing to cancel the LFCR opt-out option?

A. APS witness Meissner states at page 41 of his Direct Testimony Mat the LFCR opt-out

option is typically not beneficial to customers, is not widely subscribed, and in APS's opinion

is unnecessary.

5

6

7

8

9

10

Q. What portion of APS's residential customers have elected the LFCR opt-out option?

12 A.

13

14

APS's response to Staff 5.5 (attachment APSRC013333) indicates that approximately 0.302

percent of its residential customers have elected the LFCR opt-out option for its 2015 LFCR

Blind and 0.273 percent of residential customers elected to opt out of the Company's 2014

LFCR filing.

Q. Does Staff agree with those APS-proposed revisions to the LFCR mechanism?

l

i

l

3

l
A.

9
i
l

Staff agrees with pardons of the APS-proposed LFCR modifications and does not agree with

other parts.

Staff does not agree with APS's first three proposed changes to die LFCR and recommends

that those revisions be rejected.

15

16

17

18

19

20

21

22

23

24

25

26

Concerning the LFCR opt-out option, Staff agrees with APS that this option is not widely

subscribed and supports APS's proposal to discontinue the LFCR opt-out as something that

customers could elect, commencing with the effective date of new rates in the current APS
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l

2

3

rate case. However, Staff recommends that customers who have already elected the LFCR

opt-out (or who elect this before the effective date for new rates) be allowed to continue

under that option.

4

5

6

7

Staff agrees with APS's proposal that the adjustment no longer be applied to customers' bills

as an equal percentage surcharge, but rather as a capacity (demand) charge per kW for

customers with a demand rate and as a kph charge for customers with a two-part rate

8 without demand.

9

10 Q. Does Staff have a recommendation about the LFCR filing date and effective date?

l l A.

12

13

14

15

16

Yes. Staff would prefer to have actual calendar information available when APS makes its

annual LFCR filing. Also, Staff has determined that more time is needed for Staff to review

the information and have the Commission approve the new LFCR rates. Staff recommends

that new LFCR rates continue to be subject to Commission approval, prior to taking effect.

Staff recommends a filing date of February 15 for APS's LFCR compliance Slings and that

the new LFCR rates take effect, after Commission approval, with the first billing cycle of May

17 each year.

18

19 XII. ENVIRONMENTAL IMPROVEMENT SURCI-IARGE

20 Q . What is the Environmental Improvement Surcharge (ElS)?

21 A. The ElS was approved by the Commission in Decision Nos. 69663 and 73183. The ElS

22

23
1

2 4 1

25

recovers the cost associated with investment and expenses for environmental improvements

at APS' generation  facilities  that the ACC has approved  fo r  recovery.  Approved

environmental improvements include those implemented on or after January 1, 2004, for

which  costs have not been  fu lly recovered  under current approved rates, ongoing

26 environmental improvement projects and environmental improvement projects designed to
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1

2

3

4

5

comply wide prospective environmental standards required by federal, state, tribal, or local

laws or regulations. The ElS Plan of Administration describes the "Qualified Investments"

that are allowed under the mechanism. By providing timely and sufficient recovery of the

costs of requirement environmental improvement projects, the ElS helps APS make those

capital investments and secure capital at a reasonable cost.

6

7 Q. What modifications has APS proposed for the ElS?

A.8 APS witness Snook's Direct Testimony at pages 38-40 describes the modifications being

9 proposed for die ElS, which include:

•

10

l l
12

Changing the structural cap on cost recovery from a rate to a dollar amount ($0.00016 per

kph to $10M year-over-year).

•13

14

15

Providing for the ability to carry over into subsequent periods any excess ElS adjustment

over the annual cap. APS indicates that this addition is consistent with APS's other

adjustment mechanisms, including a nominal interest component.

•16

17

18

Inclusion of a balancing account to account for any differences between the allowable

ElS adjustment and actual revenues received by the Company through the ElS during the

recovery period.

19

20 Q. Does Staff agree with those APS-proposed revisions to the ElS mechanism?

21 A.

22

Staff disagrees wide the first two APS proposed revisions. Staff agrees with the APS proposal

for a balancing account.

23

24 Q. Does Staff recommend an increase in the ElS structural cap on cost recovery?

25 A.

26

27

Staff recommends that the structural cap on cost recovery be maintained as a rate and that it

apply on a cumulative basis, not a year-over-year basis as APS has requested, but that the rate

be increased from the current 30.00016 to a new rate of $().00()50. With the new higher rate
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1

2

and with the rate continuing to be applied as a cumulative structural cap, there is no need for

a carry-over of amounts over an annual cap, which was requested by APS.

3

4 Q. Have you included selected APS responses to discovery about the ElS with your rate

5 design testimony?

A.6

7

8

Yes. Attachment RCS-16 includes APS's response to Staff 5.56, wherein APS provided its

two most recent ElS annual reports." APS's responses to Staff 5.8 and Staff 10.1, both of

which contain APS-designated CONFIDENTIAL material, are included in Attachment RCS-

9 17.

10

11 Has APS indicated whether it has included costs for the Four Corners SCRs in theQ.

12 ElS?

A.13

14

15

16

17

18

APS witness Snook discusses this at page 40 of his Direct Testimony. He indicates that die

costs for the Four Corners SCRs would be Qualified Investments under the ElS mechanism

but APS has proposed that the SCR costs be treated separately given the magnitude of the

costs for those projects. APS's response to Staff 5.8 similarly indicates that the Four Corners

SCR costs of approximately $400 million for the federally mandated environmental projects

are not included, and that APS seeks a cost deferral order and step increase in rates to recover

19 the SCR costs.

20

12 Note: due to the size of those attachments and the fact that the APS 2016 and 2015 files were made with the
Commission under Docket No. E-01345A-1-0224 (Decision No. 73183) onjanuary 28, 2016 and January 30, 2015,
respectively, the ElS reports are not included in the attachment.

l
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l Q. Does APS's response to Staff 10.1 include projected cost information for the E lS , with

2 and without the Four Corner's SCRs?

3 A . Yes. Staff reviewed that information, particularly the forecasts for 2017 through 2020,

4 without the Four Corner's SCRs'" as supporting the reasonableness of raising the cumulative

5 cap to 30.00050.

6

7 XIII. TRANSMISSION COST ADJUSTMENT CHARGE

8 Q. What is the Transmission Cost Adjustment charge?

A.9

10

The Transmission Cost Adjustment (TCA) applies to all Standard Offer retail electric

schedules." It recovers transmission costs. APS has a Formula Rate mechanism, approved

l l recover

12

by the Federal Energy Regulatory Commission ("FERC") that is  designed to

transmission costs. Since APS's rates are unbundled, both wholesale and retail customers pay

13 the same transmission rates. APS's retail

14

The Formula Rates are revised every year.

customers pay part of the transmission costs in base rates with the TCA rates adjusting each

15 year to account for the changes in the Formula Rate.

16

17 Q. Has APS included all of its transmission cos ts  in deriv ing its test year base rate

18 revenue requirement?

A.19 Yes. According to APS's response to Staff 5.81, all transmission costs as of the Test Year

20 have been used in the base rate revenue requirement determination.

21

22 Q What modif icat ions is APS proposing to the TCA?

23 A.

24

As explained by APS witness Snook on page 41 of his Direct Testimony, APS is proposing to

modify the TCA by including a balancing account to account for any differences between die

13 See, e.g., CONFIDENTIAL APSRC000761, page 1 of 2.
'* See, e.g., APS Tariff, Adjustment Schedule TCS-1, Transmission Cost Adjustment, Revision No. 12, effective June 1,
2016.
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1 calculated TCA rates and actual revenues received by the Company through the TCA during

2 the recovery period (]ume through May).

3

4 Q. Does APS currently have a reconciliation procedure in place for transmission costs

5 and the TCA?

6 A.

7

No. As explained in APS's response to Staff 5.68, currency there is no balancing account

associated with the TCA and APS does not have a fontal reconciliation procedure in

8 practice.

9

10 Q.

l l

Has APS provided actual transmission costs for recent years and a comparison of

what APS was allowed to recover through base rates and the TCA?

12 A.

13

14

Yes. In response to Staff 5.69, APS provided actual transmission costs for recent years and a

comparison of what APS was allowed to recover through base rates and the TCA for

calendar years 2012 through 2015 and partial information for 2016.

15

16 Q.

17

Has APS provided information concerning what the Over and Under Recovery

balances would have been, had a TCA balancing account been in place?

A.18

19

20

Yes. APS's response to Staff 5.7 lists for years 2008 dirough 2015 actual billed and allowed

recovery of TCA costs, along with the Over or Under Recovery amount for each year. APS

had under recoveries in years 2008-2009 and 2011-2014 and had over-recoveries in years

21

22

23

2010 and 2015. APS's response to Staff 5.7 points out that APS's proposal in the current rate

case is only for recovery of prospective over or under-recovered amounts d1 rough the TCA

and not historical amounts.

24
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l Q. Does Staff agree with those APS-proposed revisions to the TCA?

A. No. The TCA rates should not change without a corresponding change in the Formula rate

mechanism. Since APS's proposal for a revenue balancing account would address only

revenues and not costs, APS could over earn if revenues go up and costs go down. It would

be difficult to justify that type of change in the Formula rate mechanism with FERC.

Q.

A.

2

3

4

5

6

7

8

Does this conclude your Rate Design Direct Testimony?

Yes, it does.

r
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Amdlmnt RG14
0840! No E01!45Ali5336

Pqe 1 dz

Aluzo»4A vusuc snvla compAuv
Ginlfllicrwioe Rate zaz XS

ten V-v Endll\l o¢¢xs
Piuol d ac-mn

Proposed

UnitsCharge

PIMQM
UM:

(*l

P l u m

RI!! (S)

(5)

P u cn t

Revenue (S)

m

saw
Plunu¢
lute (S)

In

SIM!
Franca!

Rwonw

in

snnv
Ivupcud
lncnua

Inauun

cm

0.672
1.314
a.4xs

o.sas
1.943
5.014

16557169
1346580

sss1

11us41a
1.n2a7z

1a9s1

16£7169
Lu6s w

sssx

16330351
2616423

17031

0.1355

0.12350

0.13537
0.07127
0.13109
0.01100

Summer Days
SoN amuinnd Maui
Instrument rated mn-
Primary Men#

kW Secondary
kW Orlmuy
kph ilwvwitw liar 1
kph \¢¢°"4lfv Rh' 2
kph pdmlw Nm 1
kph pfimlly dev I
allied noh Revenue

100188.35
3157555

50431
7273

1 xsaa189x

7400107713
42514539

3a17s9
102.442

7aa1oss13

107102093

s9.a01

ue .1asw7

782522181

4a4m

783406513
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Self cuntlinld Mum o.s12
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s455
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712650292

79183610
1893511

4031x
4.zo1

9s40s.207

s3e0710s

45521

1 m m 9 9 9

712229022

431270

712660292

sGsv

sos#

Rldon . Summon

Rldors Wlmnr
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2 as
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4.uss

2544

2511

sns5

u3ss
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Total Bllhd lavonuo
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AnnuM
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7sa1oss1s
712560291

x49s766.a05
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115333940
95407255

211.741196
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1oa19 x.51o
119910561

(64771) (79367)
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Winter
Am id
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z z 9 §1 1 u
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nnnmnunm m Tm Year
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Mater
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$k wh

0.1a204

0.111M
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0 14156

oua a s

Customer Adjustment

Summa

Winter

Annual

1709000

3301000

6010090

2709000

3301000

6010900

Rave run

40z.449

441971

a44420

499.669

541.566

1041235

Umlud Income A61 Adjustnnonts

Summer

Wlntu
Annual

Revenue

uua a 6)

(111.0511

(5(5g43}

(923515)

(295378)

ls24zsz» l

lavnmnk ph
(2.334.000)
3 say too 709792 a too
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SUM
Winter
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H
Other
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Plan la-- Mn Mlm! ha RIM
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Innrumem rand menu (Monthly)
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Arizona Publlc Service Company
Docket No. E01345A.160036

Attachment Rcs1s
Copies of APSs NonConfidential Responses to Data Requests

and Documents Referenced In the Direct Testimony and Schedules of
Ralph C. Smith

Cnnfldendil
Dao Requ-u
Wo No.
Woodward 2.30

l

Slaff 9.18
l
\
W

Woodward 2.10

W

1 7

Staff 581

staff 5.68

2022
Staff 5.1

APS is withdrawing ms initial proposal to charge a onetime setup fee for a customer without an existing AMI
meter r destin to tout d AFS standard meter .
Number of customers in 2015 with nonAMI meters: Cast differuices between the permeter cost d an AMI
meter and a nonAmI meter Useful lives for AMI meters and nonAMI meters. Detail of derivation of per mum
seta amounts

placation or charging customers r sing smart' meters additional charges or meter reading and setup;
Explanation for charging customers refusing smart meters the cost of the smart meters system they are not
using the cost of manually reading the meters and the cost of manually reading the customer meters that
cannot be serviced b a smart meter.
Percentage or residential wstorners Mai have elected the LFCR optout option for APSs 2015 LFCR tiling
Percents e at residential wslomers that have elected to tout d APSs 2014 LFCR man .
APS provided the 2016 and 2015 Els annual reports with supporting workpapers. (Vduminous attachments not
included
APS confirmed that all transmission costs as of the Test Year have been used in Me base rate revenue
r uirement determination.
APS does not currently have a balancing account associated with the TCA and does not have a fontal
reconciliation ocedure in factice.
Revenue billed on a monthly basis fa transmission costs and ancillary services for calendar years 2012 through
2015 and year to date 2016 as d August 2016 Comparison or wtiat APS was allowed to recover through base
rates and the TCA for calendar rs 2012 throw h 2015 and YrD 2016 as of Au ust 2016.

at Transmission costs collected through base rate and the A as compared to the allowed recovery
calculated in the Companys med annual FERC transmission formula rate fa years 2008 through2015
Proposed recovery in the current case is only for prospective ova a underrecovered amounts throuyi the TCA
and not historical amounts.
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INTERVENOR WARREN WOODWARD'S
SECOND SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY REGARDING
THE APPLICATION TO APPROVE RATE SCHEDULES DESIGNED TO

DEVELOP A JUST AND REASONABLE RATE OF RETURN
DOCKET no. E-01345A-16-0036

DECEMBER 5, 2016

Woodward 2.30: Re Table 3 at page 57 of Charles Miessner's testimony:

a. How does APS justify the proposed difference in cost
between "After hours Charge--Residential Non-Standard
Metering" and "After hours Charge -Nonresidential?"
Provide assumptions, details and any and all worksheets.

b. How does APS justify the proposed difference in cost
between "Set-up fee for customer with existing AMI
meter" and "Set-up fee for customer without existing
AMI meter?" Provide assumptions, details and any and
all worksheets.

c. Explain what "Meter Reread" is and exactly what it
entails.

d. How does APS justify the proposed difference in cost
between "Trip Charge -Residential" and "Trip Charge -
Nonresidential?" Provide assumptions, details and any
and all worksheets.

Response : a. Please see APS's response to AURA 1.36.

b. APS is withdrawing its initial proposal to charge a one-time
set-up fee for a customer without an existing AMI meter
requesting to opt-out of APS's standard metering.
Customers that have already requested to be served with
non-standard metering will not be charged a set-up fee.
See the Company's October 11, 2016 follow-up letter to
participants at the third APS technical conference.

c. Meter Rereads are defined in APS ACC-approved Service
Schedule 1.

d. Please see APS's response to AURA 1.36.

Witness: Chuck Miessner
Page 1 of  1



Attachment RCS l6
Docket No. E-01345A-16-0036

AR1ZONA CORPORATION COMMISSION STAFF'§g"3°f"
NINTH SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY REGARDING
THE APPLICATION TO APPROVE RATE SCHEDULES DESIGNED TO

DEVELOP A JUST AND REASONABLE RATE OF RETURN
DOCKET no. E-01345A-16-0036

AND
DOCKET no. E-01345A-16-0123

OCTOBER 11, 2016

Staff 9.18: Customers choosing to not have an AMI meter. Refer to the testimony
of APS witness Bordenkircher at pages 9-11.

c.

a. Refer to the table at page 10 listing the number of customers in
2015 with non-AMI meters. Please provide a similar table as of
September 30, 2016 showing the number of customers with
non-AMI meters as of that date, and inc lude a break-out for
each region between (1) residential and (2) commercial.

b.  Ident i fy  the number of non-AMI meters  and the re lated tota l
and per-meter  cos t  as  o f  each o f  the  fo llowing da tes :  (1 )
12/31/2015 and (2) 9/30/2016.

Is there a difference between the per-meter cost of (1) an AMI
meter and (2) a non-AMI meter? If  so, identi fy , quanti fy  and
explain the di f ference between the per-meter cost of (1) an
AMI  me t e r  a nd ( 2 )  a  no n- AMI  me t e r  f o r  ( i )  r e s i de nt i a l
customers and (ii) for commercial customers.

d.  Ident i fy  the useful lives for (1) AMI meters  and (2) non-AMI
meters.

e. Is the useful li fe the same for (1) an AMI meter and (2) a non-
AMI meter? If not, explain why there is a difference.

f. Show in de ta i l how the  $13.78 per month and $66.79 and
$344.59 setup amounts on page 10 were derived.

a. Please see the table below:Response :

Customers Who Have Elected Not to Have AMI Meters as of 9/30/16

Region of Arizona Commercial Residential Total

Metro Phoenix

Northeastern

130

90

3,800 3,930

1,300 1,390

Northwestern 820 9,000 9,820

Southeastern 53050030

Southwestern 20020 220

Payson, Show Low,
Snowflake

Prescott,
Cottonwood, Sedona,
Dewey, Flagstaff
Casa Grande, Bisbee,
Douglas, Globe,
Miami
Yuma, Parker, San
Luis

Grand Total 1,090 15,89014,800

Witness: Scott Bordenkircher
Page 1 of 2
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ARIZONA CORPORATION COMMISSION STAFF'§ge 4°f23
NINTH SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY REGARDING
THE APPLICATION TO APPROVE RATE SCHEDULES DESIGNED TO

DEVELOP A JUST AND REASONABLE RATE OF RETURN
DOCKET no. E-01345A-16-0036

. AND
DOCKET no. E-01345A-16-0123

OCTOBER 11, 2016

Response to
Staf f  9 .18
continued :

b. Please see the Company's response to Staff 5.39 for number of non-
AMI meters and the Company's response to Staff 9.17 for meter
cost.

c. Yes, there is a difference between per-meter costs for AMI and
digital meters. The costs shown below are 2016 assumptions and
include base purchase price, sales tax, and capitalized installation
labor:

$120
$404
$104
$451

Single-phase AMI meter (mostly residential)
Three-phase AMI meter (mostly commercial)
Single-phase digital meter (mostly residential)
Three-phase digital meter (mostly commercial)

P r i c e s  s ho wn are  a t  m arke t  and  A P S  d o e s  no t  have  i ns ig ht  i n to
vendor marke t p ric ing .

d .  A P S  is  p ro p o s ing  a 2 0 -ye ar  us e f u l  l i f e  f o r  b o th A MI  and  no n-A MI
meters  in the  2016 deprec iation rate  s tudy.

e . See  the  response  to  subpart d .

f . Please see attachment APSRC01391.

Witness: Scott Bordenkircher
Page 2 of  2
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AMI Opt-Out Cost Summary

2015
16568

|

13.78$

O t-Out de Io ed meter base

S u m m a o f  O  t -O u t  C u s to m e r  C o s t
M ont fl M eter Readin & M anual Service Orders
Meter Reading Opt-Out Cost Per Customer Per
Month

Front tart-u est-Residential
Total Start U Cost off t-Out Customer 66.79$

|

U front Start-u cost- Commercial
Total StartU Cost off t-Out Customer 334.59$

APSRC01391
Page 1 of 4
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2015 TOTALS

Meter Reading State & Metro

2015 TOTALS

Field Services and Meter Shop Order Counts

Cost er Read Cost Per Order
$ 13.64State Metro

Total Reads
225190

Actual s end
$3071131 19.79

153.69
Field Services
Meter Sho

$
$

Total Orders
225190

26937

Actual s end
$4456605
$4139,941

2015 Iron Handheld and Software Cost
Meter Reading State & Metro

Hz : m m m
$21 038
$6715
$5192
32 944
0.15

HH Devices
Accessories
Software

Total
Per Read

APSRC01391
Page 4 of 4
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Docket No. E-0 l345A-l 60036
Page 9 of 23INTERVENOR WARREN WOODWARD'S

SECOND SET OF DATA REQUESTS TO
ARIZONA PUBLIC SERVICE COMPANY REGARDING

THE APPLICATION TO APPROVE RATE SCHEDULES DESIGNED TO
DEVELOP A JUST AND REASONABLE RATE OF RETURN

DOCKET no. E-01345A-16-0036
DECEMBER 5, 2016

Woodward
2.10:

At an APS rate case technical conference it was asserted by APS
that there are areas in APS's service territory where, due to
remoteness, "smart" meters do not work and will not be used, and
that APS is proposing no extra charges for set-up or meter reading
to those customers for not having a "smart" meter.

a) Provide locations of these areas and describe why they can't
be served .

b) Provide the number of customers affected broken out by
class of service.

c) If the mesh communication system does not work in these
locations, are there alternative ways to have a "smart"
meter in these locations? If yes, then describe.

d) Explain why is it appropriate to charge customers refusing
"smart" meters additional charges for meter reading and set-
up when other customers will be receiving that same service
at no extra charge.

e) Explain why it is appropriate to charge customers refusing
"smart" meters the cost of the "smart" meters system they
are not using, the cost of manually reading their meters plus
the cost of manually reading these customer meters that
cannot be serviced by a "smart" meter.

Response : a) The ability of AMI meters to effectively communicate is
dependent on the availability of a cellular network. While
cellular availability is limited in remote geographical
locations, availability may also be dependent on building
configuration, type of building materials, and other
topographical or mechanical limitations.

b) The total number of customers without AMI meters due to
technical reasons as of year-end 2015 was 3,684. of these,
1,840 are residential customers and 1,844 are commercial
customers.

c) APS's AMI meters by definition are two-way communicating
meters. By this definition, the answer to the question is no.

d) Customers who specifically choose to opt out of APS's
standard metering when they otherwise could be
successfully served via standard metering are causing
additional costs for the utility that it would otherwise not
have. It is therefore appropriate for those customers who
make that choice to bear those costs.

Witness: Bordenkircher/Miessner
Page 1 of  2
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I N T E R V E N O R  W A R R E N  W O O D W A R D ' S
S E C O N D  S E T  O F  D A T A  R E Q U E S T S  T O

A R I Z O N A  P U B L I C  S E R V I C E  C O M P A N Y  R E G A R D I N G
T H E  A P P L I C A T I O N  T O  A P P R O V E  R A T E  S C H E D U L E S  D E S I G N E D  T O

D E V E L O P  A  J U S T  A N D  R E A S O N A B L E  R A T E  O F  R E T U R N
DOCKET no. E-01345A-16-0036

DECEMBER 5, 2016

Re s p o n s e  to
Wo o d w a r d
2. 10
con t inued  :

e) APS's metering cost structure includes the costs associated
with metering all customers via AMI as well the small
number of customers who cannot (through any choice of
their own) be metered via AMI. These costs are shared by all
APS customers. Customers who specifically choose to opt out
of APS's standard metering when they otherwise could be
successfully served via standard metering are causing
additional costs for the utility that it would otherwise not
have. It is therefore appropriate for those customers who
make that choice to bear those costs.

Witness: Bordenkircher/Miessner
Pa g e  2  o f  2



Attachment RCS- l6
Docket No. E-01345A-16-0036

AR1ZONA CORPORATION COMMISSION sTAFF'§ge 11 of23
FIFTH SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY REGARDING
THE APPLICATION TO APPROVE RATE SCHEDULES DESIGNED TO

DEVELOP A JUST AND REASONABLE RATE OF RETURN
DOCKET no. E-01345A-16-0036

AND
DOCKET no. E-01345A-16-0123

OCTOBER 4, 2016

Staff 5.5: Lost Fixed Cost Recovery. For calendar years 2014 and 2015,
show in detail how the LFCR revenue requirement would have been
impacted, had each of  the following changes that are being
requested by APS been in place, and include supporting
calculations:

a. increasing the year over year cap to 2%

b. having the costs eligible for recovery to include 100% of
generation, customer, transmission, and distribution costs
collected through energy charges and 5 0 % o f  the
generation, transmission,

c. removing the LFCR opt-out rate option

d. applying the LFFCR to customer bills as a per-kWh charge
for customers under a two-part rate and a per-kw charge
for customers taking service under a three-part rate

Response : F o r  p u r p o s e s  o f  t h i s  q ue s t i o n ,  A P S has  as s um e d all
proposed c hang e s  t o the LFCR are in effect unless
otherwise s tated.
please see attachment APSRC01333 for the following :

a. Increas ing the cap would not change the revenue
requirement. Under the current 1% cap, amounts above
the cap are carried forward for future recovery. If however,
the cap were increased to 2°/o, annual collections would
increase and the carryover would be reduced or eliminated.
APS estimates the additional collections for 2014 and 2015
would be $19.5 M and $26.7 M respectively. These are
amounts that APS should collect based upon the revenue
requirement authorized by the Commission but did not
because of Commission policies regarding DG and EE.

b . App lying  the  p roposed  changes  to  today's  rates  would  have
inc re as e d  the  re ve nue  re q ui re me nt  b y $ 4 0 M in 2 0 1 4  and
$ 6 0 M in 2 0 1 5 .  T he s e  are  am o unts  that  A P S  s ho uld  have
c o l lec ted  bas ed  upon the  revenue  requirement autho rized
b y the  C o m m is s io n b ut  d id  no t  b e c aus e  o f  C o m m is s io n

W itness: Leland Snook
Page 1 of  2
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Docket No. E0l345A-I 60036

ARIZONA CORPORATION COMMISSION STAFF"§ge l2 of23
F1FrH SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY REGARDING
THE APPLICATION TO APPROVE RATE SCHEDULES DESIGNED TO

DEVELOP A JUST AND REASONABLE RATE OF RETURN
DOCKET no. E-01345A-16-0036

AND
DOCKET no. E-01345A-16-0123

OCTOBER 4, 2016

policies regarding DG and EE.

APS's proposed rate structure will have more demand
components thus reducing the lost fixed cost rate in turn
reducing the overall revenue requirement of the LFCR.

c. Removing the LFCR Opt-Out would increase the revenue
requirement by $80,000 in 2015 and $73,000 in 2014
using the proposed lost fixed cost rate.

d. Applying the LFCR as a $ per kph or $ per kW charge
would have no effect on the LFCR revenue requirement,
because the magnitude of the charge would be designed to
collect the same revenue requirement.

Witness: Leland Snook
Page 2 of 2
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SUMMARY

LFCR Revenue Requirement (Filed)
LFCR Revenue Requirement (Proposed Method 2%)

Increase in Revenue Requirement

($000)
2015 Filing 2014 Filing

38,505 25,352
98,708 65,135
60,203 39,783

LFCR Revenue Requirement (Filed)
LFCR Revenue Requirement (Proposed Method 1°/0)

Increase in Revenue Requirement

($000)
2015 Filing 2014 Filing

38,505 25,352
72,021 45,634
33,516 20,282

2°/o vs 1% $ 26,687 $ 19,501

APSRC01333
Page 1 of 4



Attachment RCS- I6
Docket No. E-0 l345A- l6-0036
Page 14 of23

(C)(Bl
i n

(Alsmen

|.
l u s h . u l l - u up nq

1¢uLnuFhnnc¢anunracm-pulina

(C)
ans rll nu in'
s 31.905 s 25.352smal=2.La¢ls

(B)(A)
1ws * zn 14 nr

.

S¢l!idn2
U n s ; .IJr¢m1\.n-ana.-uncncl*u

AwiulN¢C0lvlmfR¢"lI=\
AlDl¢dCQ%
\lIilmAH0u0dhB$!MI3u¢uH\ s 1 6 3 8 7 s 2 6 5 6 0

s 34.81 s 22106

rmulJu=uuaa¢unau¢nwinruia
Am uuunnun

I.
2
3.

1 rm: ind Fbmd Cut now:

s.

1.
G.

lf\alrlAn1|Mr:rl)9 Y||:e
I . ru»l1L¢»uri»aco¢n¢u¢cu:-rurin¢

eases

s 34.81 s

0.l3%

:ans

4

u.i»¢1 Iil2)
saalJ.l.-sxc c

rmm»ri;.s¢maz.L»¢s.
C- c

rl.m§l-64
(Lib L-s  Lnn

nunauri¢.sa¢a lz.:.uls.
C- c s 25.352

| u

(l.&9 Lie 101 2.146

18807l 3.|$34 l . i s ¢ u n s  L a m)

10.

l l .

12.

13.

14.

is.

0.673458

:sou

s 4.M4 s

s s

s s

0.498%

s suns  s

( 1.4 I2.1i3I

l ( 1 .h l2  l . - l3 ln .h¢ ll

( L ie  l . i e l I  L i¢ l3 }

(AD
. vn e rn ¢ r1 ~rrw\=l r~

(B)
hints a n s r n  mm P I P

(D)
I H .

l . 0 lF i ldc6 lltw - lu lp l in lF ! l i0¢

l4¢ru»ac¢ln nina

1 x n n m 4 n ¢
r u ln a u 1 lml l n u v m1 a cmn ¢ 1 u cn ¢ \ . m
- n n u a mn r e a p u n n w

me - n n r u i a a q mu n u u

T U l lA lF U l lC l l l - M C U I I P WM M

hnunaunucansunn
s¢llalu=a
Q n u

l m I 2 2 . 9 L5

osuax
1.

1

3.

4.

BWI
0.273%

601 usu

B u i l d d
B- -usrnd-v s»v -v

C ! l F h i 4
% a n n n mu c mop»ou

nocuwnruaaa
s o

rrs.l01
< l ¢ 1 w 2 ~u . i¢ 1 L u 3 : 220301 Lawn

mo m
v I

l i
T14

s.
6.

1. 1301

usu
usu

5.734 ow;n - w n in r h in a

lu.14I .
9.

o w
:man

v m ¢ r m . a*J.lm»4.
r hv uma C I f (

:L in6I.1.51

{PIHinuF S d l¢ * 3 . L h l
C n l1 fT L h 6 \

u . i ¢ 4 L u 1 L u m
MWI

:mass man
Cll!§uqVari6§i

t¢uln¢noeunl=nssl~m;

MW\v
\

i I
o

lo.
l l .
no.

cnnru ina
s¢ua»uuw1 nuas¢

n o cu m - n i a
*WI

asks: NWIinnsI L - 1 0 L u I u I

n w i ¢ r q . s ¢ a n ¢ 3 . | -  l l
c c

¥ (

134.452
1s.l

fl-l4Lula)

lLu\2l.u»1sa

rnnfnna
vuinuanirraina
ma1lpnirruia

raeslunuunnnasuiup

rullzuuhlnlvn law¢
R " 1 nfW .Cr 1

13.
14
us.

us.

H
l l .
19. u u a mu ln u r a n a co n n w u

nuns
1 fHI|JP1
s n m

{l$ 9 Lm l6 )
W " 4 4 C

fI rI1Li¢1a>

M M
HWI

(3.481 2.506 mu

216.106 141.151 man

415.921 nu
; nrn lm rain
s 1001

cal

J
M

1
1ml

to.
21 .
Hz.

5 w ~ \ e m
nucum vuna l2s.lrt

mph
use

10314 mu

3.

11hex:1.u¢2n
Lh 22.PMWu S M M

Vnurnla c - c no;1011423.
24.
as. Ono:

uzem
ca n  MM

v¢ n g ru n rg g
Tn»UpPliuP!¢d

IK.
27.

"

241.60 MM
yahoo
364347

¢Lhe 24un¢23>
( r l u u F . s a a l 3 . l . h u

c c t J z 4 )
1 u l l u u n u u s s s n q r n n z z L a u l . - = w

:sure
W

n
29
to.

C u u Iu m4
s fu a n o s n n g a n a - s a 1 a - s mn a a n 1 x n

n u c u n r u i a H 6938

IH 422 usu
us u

moss OnitlinezsLien:

mms 4
1 l!

an.
32.
33.

. l
6.64711.432l.l1¢JI}

fu¢ao l.»31l

mph
ume
M M

u s u  o w :

: s u e  u h

34.

35.
*
37

15.352

141..190

9115.131

l1 .ms s 7.199

m i lnl.saena.Lu=s0.
m n u i a cu m c

y e ° u p wr - u
nulpnmnuna

rm  nu¢m » m

run¢¢umu=uw\s»1q» ¢Luz1l.un4n

c;1Lunrsuacnauunm ( L i  3 5 l . i ] 6 )

38 r u l l n r u u c u  n n " - ( ln  19  lh . \T I s 34.151 s has

we
M a n n

<0¢A>
lm rnu cm mc »

Sdld|k 4
: g m

Ar:
Aus l"1 a m  L *

l n l u l l d  C u b - n

1
3.

nunnnmnwmn
n u w a g m
rm vuunlmne

s s
9 s
s S:LenLan

a rm s
4 9 3

392.301

336.735
847?

392.307

4.
s.

." ." W W W
l.|pbad(n¢l- So.m1|11 s nos mu{ I . h 3 l . - 4 l

C  l  l c l h l l
. .

.3 .
D l lh l i l w

1===m
rulvumahme l1 . i¢GLil7 ) s  I BN4  s 119.094

" 1 no

6.
T.
I.

9.
lo.

IW
Ln||Fi1nac¢l- so.o23|9o s ams(L||e 8lL¢9)

AP5R81333
Page 2 d 4



Attachment RCS- l6
Docket No. E-0 l345A- l60036
Page 15 of23

Sdldulol (Al
. . M I l l n llnlu no r

I Tdl.lIndH1¢dC4¢leulhrGn\nlEivind

(B)
Vllfhw I

S i n d k l l i m l i (C) (C)
T>4rr n l n r"
s 91798 s 65.135

S ¢ d l 2 <H>
l a wn n :Ls run- 314 Ill*Qc

sI
.

3.

<A»
INC! »1r¢.l!nnwai F- faln1hdaa

Mdienhk Gwurvs lemma
ala-menw
Mld1u1mMloud hawmhl llwwv (lax 1ilul1) I 52.174 s SJJZI

sa-¢lk3.u»:¢.<:¢ulln»c 5 Sus: s suo41
p" l i " IE l i *§¢l4*1l j l l

l1.ca-unc

Iwlmriuaxun-uw
TmalDlh1udB1lmc:iIuFlnimlF\lind
Annmlllaulllle m 1

5
5
7.
I Tll l lA¢FIl¢(nl la¢:Cll$F!k1d

" w$l1 Nm
( l4I i : S li l l7)

5

<1 l x

9

9

lo.

II.

12.

13.

l l

is.

x 18.292 s slo4l

n¢a¢nHH4sa=a»u1lh=
l5CdllulC x 65.85 : s o

1\M0

fu=s.L1»=Io) x 10416 s n o

r I. i »x l1IIL im l \ ) s Jun: s 46.161

rl iulzu=J> x . s .

|(U1|1 lZ Lil¢l3)Ilhl ll m um L73l4%

al¢l lunns l x  nm s  65.135( l i l l

(B)
llknia

(A) (D)
nusnq rung Up!

m a n
0oua1s

l .
1
3.
| .

nmsnnacnuuuiuninrnuiua

l»IH1ucv¢1l =.1iula'

I BIIWQAWM

TadhumcullnlFuudCnll:1uuhCl1¢Y¢l

Amnll\iEnu!vf »D

huumuluiua i  . " _ *

TmllA¢|i CullHll l&Gll!IPll ind

'hdua-l1uncn~¢=»
S¢1¢*3

laldal l l l
m-nvwd-=1s-w»

C llluFu lid
%0flmd¢€ll(3ul1llusl mOp01l

ar:agn4whg
n4onwnluiua

us vxaz z
(HuIulgl)

080098

l7$.6Jl
. o w

220.905 M*h

;
mph
nun

5

s.
7.

l  .
1m 4

sm mph

zxz.90s

fun

I .
9.

IU! u mvh
Susan mun

38105
sn:.603

Fll\iul»P|Hl|.Sdldlk 1lin
P!irrPuied 4.(d C

TNslJpFhcrFliud a n s u n s )

<p\=viu~»Filh¢.s¢l=la».l»sul»
cv-=1l-h-vww w a n v u = ¢ ~

r¢ul»w-uuausni lp 0 i l l 4 1 i n 7 Im l )

nuuiu»l¢ao¢n¢1n¢ns»\u¢
10.

i n

12.

(u1uuIsind
E!dM\*"*" '9W "°

nocmunluiua 110175

MM
4 MW

law:  MM

4 4 1 1

8 . .! ; 1
n8.s52

(3448)

no:
mun

zsuswu

i s

I 3.
l l
us

is.

11.

19.

476.931 mob
80.0v3xs1 yawn
x ssw7

um 10un ml

U|v\iul 5Ii4§¢l4il¢1.|ill
llielP!li¢d l z c nanr

v a n s m u m
rl»upvli"rv=4¢a (I.i1! 14.um 13)

run n.¢»¢ul=lx:s¢a4 <ull: 12 I.nl¢1$) z2sws 1411sa mus

nm lnnvabkMWh$uip (u=9 . In I 6)
lniaunuImru»a<w¢nl» Sd1dmk4.lhn$Cuhn1nC

laidmlillmll11d(hdlAv¢lw (lj l :el7liI¢ll)

730.309
800uu1
s 5390

€* l
EM1/£861450419

pa. MMa i Ilil
21.
22

Tmululmd
Emm mwnl nn

Ne(w¢FHiQ¢ \zsm(UII¢Nline2l) w e
149.814 mu

14 ilk 1l
o w:
UWB

9?41
: .

ZJ.

B. (l.he 24ljn:3) (391) mph

149.m

(L440)

Hv~i°-Fii»l.Sd:=al=1li»l
rnwvuina 12.CulummC

lnl>UpF7iaFh1d

as MF
Z7.

:to um
164347

1p\v~iv»F11i=¢.S¢=au»3.l.a==

mf# 182,\l l in2Zli1IBIjl lM)
m u

141.649 usu
c nw ve insTuul-¢»vmu»ms.~ilp

Ililiulud Gul1l6ul SI\ilp
u

29

H l l

v.\x
N.

MWh

MM
n.0sJ malaws

n\ e 41
al

32.
33.

so.

35.
so.

av.

Cmulleuind

Mwhm;§..s...Lr- Inq a»m- |1*.§t"1JB2
N1U¢¢l l i nd n.l»n.u=¢z9)

Fh\iallFiillS¢l¢ilJUul
lli¢Fui<vd J0(21iwunC

v¢ m . @ . ru w
Tn»l1prui.1rlm4 (Uus 32|he3\)

rmun=wwl1hunGsm¢ <1innl1.»ax1

r¢lllm»ul-bl¢mwhs.\e=¢
ln¢

wl»¢H1¢-ac»¢l.w¢..»

U.033 M\Iih
w e

\s.3sz 5617 noh

141390 ~u.sso mun

505.737 336.129 own
23 o o m u We

x s us l x Hznu

( l j l 2 7 l ; , } l )
4 \ .

(l.i¢3Slh¢36)

a l r a u l u r l m u c u h - _ (u»19+l. l»m x 1892  s Quam

(B)
l f n l u

(Q (C)Sdudukl
UENO . DISH* #NIH

(A)
x n r u u e u m m u u -

n-\a»¢.|c--\
I . n o . .

; 1

1¢ua~4nml»ll»¢lnunl

uwnmlu
lm nmsrms Ile

2

3 x 0073861iua7saai

(L ie l Li12)
Sch:¢lk6l&l2(zb\lmn(

Loon
(Ihle3Jl A)

C I I C I I - I
3.

5.

v x -

w. w w w
s 0067923 s 0067923

fqunualunm (U1n6 un-v1
§¢l¢k 5|Ju¢l2.(Alllul(T/

MMEIH L000lA lFnl (n¢l l¢ (lhms/u=9)

Avsncouaa
71g¢ a do



Attachment RCS- l6
Docket No. E-0 l345A- l 6-0036
Page 16 of23

(A) In)
l lnin

s ¢ a s I

I
I.5.5¢ A--'ww:aan-me

. T ln l9xdCo¢ h G ud

(()
H 15 m l
s ?2.021

((}
2014 wr-l
s 45.634S¢¢¢|mk 2. li 15

(B)
BR h m ulsrun a14*;|u-

. . .

s¢¢12
H l ' 4

I
2
3

inI £9q§ a (Lm fddd-
*VP|¢l|ClaW
alnmsmw
M u nAlbuudluumllR¢nmuy

4 144  I 49a c¢¢a =¢¢ sd=»uuuJ.11»=3a.<:am»»c
FhviuuFilim lS¢adi2ljn

l3.CululmlC

(UIl¢l U1 } s 1641  s 26660

s sa29: s sso41

W M
]2

1m1 nu"¢an.u»u»nulmi»»»:Ima
A n d h d l t

5.

6.
7

I .

b oW &J
Tu l lm Fu(m ¢ lnw\»cunwpwio a s s Sl04l

[ l j. P W e 6 \
(1i 4 l h e 5  u m ? )

49

101442

s

l1"i°ll\liI\l.S¢n¢le2.lJ¢
Is.cn1umnc

13.2IU.

l l .

12.

is.

14.

is. ti inn

s 45634 ll.9F4

1 l1 .w

¢u¢9.|J1 I01 s o w  s 1094

(IJlc$lime9l.ine lll s 69.905 s 46161

(Li||e 12Li1a3! s 43111 s 19.501

l(li¢12. l.ilmcl])H.in II 11100095 Loooous

Une llI.inll3) s 72.021 s 45.634

s n a u a (M (B)
i h m

(U)
aalsrliq nnrlq can

[nlHndC¢ln lMhil¥ iod

Imurinacmnwnuninw

IN:aa¢unal»¢a¢¢¢u

Tm lha m lh l l . lF i ldC u l lcu I l lhC l l1unYa r

A U " i & D H 0 ' WDI'l

Inulmud P8\d A4mnl n%

T a d la d F iu d C lR n u u iC u &P i l in d

ll\d||du|I.FCR Rnu|I

ohm uurhacnnm-auuuuu
R¢ld¢lhl
H-=nfEf=d-=vs~~i»

C u  P H i d MM.n o w
0.000%

I.

1
3.
4.

%fR n d m d lC Hu a a O p 0 \ l

C u u f u n d

111611

onoox

175.631

I L u I I1m
(lilcllJll¢3} w e

2241.905 llwh

FIilP1nliod
rmi¢~»»miq.s¢=a»l¢3.l1n¢

4(nlmnC mph
man

I
I * U

s.
6
7.

m .ws
. L
(by) 5.134 mphu m 6 1 i s}

vn n g . rrs l \ , i g
TryUpPlirP\ulid

C l n d l i  V e l dB

9.
1i811 uh
335373 IIWI

(previn»nli»¢sd=»u1al.u»»
a.c»q c l im bo

Twllee0\HlbkEslvi¢l 0J»¢4IJInlm1»u)
8.8§
sumo;

Mn.4 T .

'

10.
ll.
IZ.

( m l l H d
§=aumwhp~d~nw

N u f u u i U i d
M W !

138652 man230.175anno .lm e lly

9*¢i°lI*1\i2lS¢a¢d¢3.line
|1 Cuhnlmc

K .{ .
m u

m u
2.506 mph

vewm
1n»1Jprnvuwa

m a s : 44.10.

u p 14 . Lim :al 13.4691

(UE 12 line \5) 226.706 14119 mph

ms

13.
14.
ms.
is.

IT.

19

1¢un ¢ u n cs s ¢ i¢ ,

r¢ u n m »u »m u m s w¢
I - 4 4 1 m F - wf » - a r w

l id d l la lFb a d (n d l¢wlm e

730.309
s 0.073161

s $3g41

l1.i»9l1»¢la1
§¢h|6u|¢4 Ijmi€0|nm€

(Linl"l.ine l8}

476531 uh
s 0.073161 ykwh
s 35.W7

cu
W\=H£5¢i¢¢¥5lW1

N. L .1
.

. . .

N21
22. 125187

Cmuzliuind
P a 4 ¢ m wn a ¢ s

NaCmuFluiod (um m 11»z ll

MWI
M OB

149.814 man

MWh

rrwi Fli4.s¢»a*3La»¢
2 C h m C 149314 92.6 l

14x 11

23.
31.

25. {Li241.i:23} (1440)

rliurvuina

1w l l p p n p l i a
mu

(391) MW!

num26.
27.

¢pli»H1il.s¢h¢a»l¢3.u==
&(4m 5IQ p¢24»

n.imz2u»»2.s l.i¢26) 241.649 HWh

z4o.wo

364.347
CBIMW 9 vow

Teal Ruuutbk EE Svig

ni¢uin¢»4 G=n=|n01s»~41¢»
n . m 'QQC In

.29.

30. man
mwhmsi-aln»wmn+4mlar4glI9l13

LilC ulliid (lil8l.hl29l

mph

mol.
Una; uvula

rnmruia
Pri»l*Hl.seh»¢»l¢3.u»

M.C lm (7 .

t

31

32.
33.

ume
M*\
mu

u.0a 3

l5]52
V m P!id1n»llpvnr\wa

34.

6.647

94.680 MWh

as.

36.

37.

336429 NWI
s 0.067923 push
s 22.844

(Lil32I.ie  3l)

T o l d  Nu m wm s wip (I.ie 30 lin 33) 141.390

1¢un¢w»¢\umwhsl~mp (l.i27IJu34)
(mln¢r1g<9nE s;|9.44.un=I0 c¢1un0|»c

Cu1nna-au»1nm (l.iI35liE36l

505737
s 0.067993

s 34.351

T u a l u r u u a n l u - m nJ»ls1.l».m s lam s sun

(B)
llnhfwlos

S81¢kl
liNo.

(A)
l » r \ u c ¢ u . c - u * u - »

(F) (0
has ru11 »|4 nu|

I l d d C n

.I. 1 l i nTad l"ldRwh1{9000)

2

3
MWh we

ms nwcnu h s 01073161 s 0.073161

(fun until
S¢°*lk&UIN}2 WC

1.000
{LiI¢Jllil:e4)

C&lOm»m
3 ."

4.

s.

2 1

s 0.087923 s 0.0679B

T !d F id R n ( l h 6 l h e ? )
Sda¢nb5.l.inellCd Cf

My*hBilld 1.000
In1 F1¢!(m Ru n.in=uun=9>

APSRC01333
Page 4 of 4

II
r
I

i



Attachment RCS-I6
Docket No. E-0 l345A- I6-0036

AR1ZONA CORPORATION COMMISSION sTAFF'38?ge l70f23
F1FrH SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY REGARDING
THE APPLICATION TO APPROVE RATE SCHEDULES DESIGNED TO

DEVELOP A JUST AND REASONABLE RATE OF RETURN
DOCKET no. E-01345A-16-0036

AND
DOCKET no. E-01345A-16-0123

OCTOBER 4, 2016

Staff 5.56: Environmental Improvement Sur¢harqe (ElS): Please provide
the two most recent ElS annual reports filed with the Commission
and include all supporting workpapers and Excel files.

Response : F o r  t h e  2 0 1 6  E l S  f i l i n g  a n d  s u p p o r t i n g  Exc e l  w o r k b o o k ,  p l e a s e  s e e
a t t a c h me n t s  APSRC0 1 1 9 2  a n d  APSRC0 1 1 9 3 .

F o r  t h e  2 0 1 5  E l S  f i l i n g  a n d  s u p p o r t i n g  Exc e l  w o r k b o o k ,  p l e a s e  s e e
a t t a c h me n t s  APSRC0 1 1 9 4  a n d  APSRC0 1 1 9 5 .

Additionally, please note that the 2016 and 2015 filings were made
under Docket no. E-01345A-11-0224 (Decision No. 73183) on
January 28, 2016 and January 30, 2015, respectively.

Wi t n e s s :  L e l a n d  Sn o o k
Page 1 of 1



Attachment RCS-I6
Docket No. E-0l345A-I6-0036

ARIZONA CORPORATION COMMISSION sTAFF"§ge l8 of23
F1FrH SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY REGARDING
THE APPLICATION TO APPROVE RATE SCHEDULES DESIGNED TO

DEVELOP A JUST AND REASONABLE RATE OF RETURN
DOCKET no. E-01345A-16-0036

AND
DOCKET no. E-01345A-16-0123

OCTOBER 4, 2016

Staff 5.81: Transmission Cost Adiustment (TCA). Please confirm that APS
has included all costs associated with transmission in the ACC
jurisdictional cost of service in the current base rate revenue
requirement determination. If this cannot be confirmed, explain
fully why not, and identify the amounts of the transmission cost of
service that would need to be reflected in the base rate revenue
requirement.

Response : Yes, all transmission costs as of the Test Year have been used in
the base rate revenue requirement determination.

Witness: Leland Snook
Page 1 of  1



Attachment RCS-I6
Docket No. E-0 I345A-16-0036

ARIZONA CORPORATION COMMISSION sTAFF'§ge 190f23
F1FrH SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY REGARDING
THE APPLICATION TO APPROVE RATE SCHEDULES DESIGNED TO

DEVELOP A JUST AND REASONABLE RATE OF RETURN
DOCKET no. E-01345A-16-0036

AND
DOCKET no. E-01345A-16-0123

OCTOBER 4, 2016

Staff 5.682 Transmission Cost Adiustment (TcA): Please provide the
current reconciliation procedures for over and under recoveries
related to transmission costs and the TCA.

Response : Currently, there is not a balancing account associated with the TCA
and therefore, we do not have a formal reconciliation procedure in
practice. However, several of APS's adjustor mechanisms currently
contain balancing accounts in which there is a formal reconciliation
process in place. To ensure that the TCA only reflects actual costs,
APS proposes that a formal reconciliation process be created for the
TCA. Specifically, as proposed in our Transmission Cost Adjustment
Plan of Administration, APS will maintain accounting records that
accumulate the difference between the calculated TCA rates as
compared to the actual transmission revenues received by the
Company through the TCA and base rates during the rate effective
period (June through May). Any difference will be recorded to the
TCA Balancing Account each month and will be provided annually in
the filing. In the event that the TCA is more or less than the
revenues collected as of the last billing cycle of May, the over or
under collection will be subtracted from or added to the TCA
calculation in the subsequent period.

Witness: Leland Snook
Page 1 of  1



Attachment RCSI6
Docket No. E-0 l345A-I60036

ARIZONA CORPORATION COMMISSION sTAFF*`§ge 2°°f23
F1FrH SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY REGARDING
THE APPLICATION TO APPROVE RATE SCHEDULES DESIGNED TO

DEVELOP A JUST AND REASONABLE RATE OF RETURN
DOCKET no. E-01345A-16-0036

AND
DOCKET no. E-01345A-16-0123

OCTOBER 4, 2016

Staff 5.69: Tran sri i n A  u  t m  n T  A : For each year 2012-2015
and year to date 2016, please provide a schedule that shows the
Company's actual total transmission costs compared to what the
Company was allowed to recover through base rates and the
existing TCA. Please provide by FERC account and month.

Response : Attached is APSRC01237 that presents on a monthly basis the
revenue billed for transmission costs and ancillary services for
calendar years 2012 - 2015 and year-to-date 2016. Please note
that the year-to-date 2016 revenue billed represents eight months
of Company data and is subject to change at year end when the full
year of revenue is available and finalized. The amount of retail
transmission revenue requirement as calculated in the Company's
filed annual FERC transmission formula rate is also identified. The
revenue requirement associated with ancillary services has been
included.

Res idential revenues  are  booked  to  FERC revenue  account 440  and
general service revenues are booked to FERC revenue account 442.

W itness: Leland Snook
Page 1 o f  1
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Attachment RCS I6
Docket No. E-0l345AI6-0036

ARIZONA CORPORATION COMMISSION STAFF'§ge23°f23
FIFTH SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY REGARDING
THE APPLICATION TO APPROVE RATE SCHEDULES DESIGNED TO

DEVELOP A JUST AND REASONABLE RATE OF RETURN
DOCKET no. E-01345A-16-0036

AND
DOCKET no. E-01345A-16_0123

OCTOBER 4, 2016

S taf f  5.7: T ran smissio n Cost Ad justo r. For each year f rom the
i m p l em en t a t i on  o f  t he  A P S  T C A  t h r ough  t he  p r es en t ,  i den t i f y  and
quant i fy al l  unreconci led di f ferences.  F or  each such di f ference explain
clear ly whether i t  is an over-  or  under-recovered balance.

Response : F o l l ow i ng  a re  t he  ac tua l  t r ansm i ss i on  cos t s  co l l ec ted  t h rough base
rates and the T C A  as com pared to the al low ed recovery calculated in
the Company' s f i led annual  FERC transmission formula rate by year,  in
thousands,  s ince incept ion.  P lease note that  s ince w e do not  current ly
h a v e  a  f o r m a l  r e c o n c i l i a t i o n  p r o c e s s  i n  p l a c e  f o r  t h e  T C A ,  t h e s e
am ounts  a re  approx im at i ons . A dd i t i ona l l y ,  w e  a re  on l y  r eques t i ng
recovery of  prospect ive over-  or  under- recovered am ounts through the
TCA and not histor ical  amounts.

(in thousands)

O ver/ (U nder)
RecoveryActual Billed

$ $

Calendar
Year
2008

2009

2010

2011

2012

2013

2014

2015

2016*

(2 ,409)
(9 ,321)

8 , 131
(7 ,527)

(6 ,583)
(7 ,467)
(7 ,302)

5,420
N/A

165,762
179,334
186,847
209 ,431
228,783
248,567
252,856
259 ,021

180,804

Allowed Recovery
$ 168,171

188,655

178,716
216,958
235,366
256,034
260,158
253 ,601
269,945

*T he 2016 amounts presented ref lect  a ful l  year of  costs but  only a
par t ial  year  of  revenue bi l led,  thus the over /under recovery amount
w i l l  be determ ined at  year end when a ful l  year of  revenue is avai lable.

l

l

lWitness: Leland Snook
Page 1 of 1



Attachment RCS-I7 Public
Docket No. E-01345A- l 6-0036
Page l of 12

Arizona Public Service Company
Docket No. E-01345A-16-0036

Attachment RCS-17
Copies of  Conf idential APS' Responses to Data Requests

and Work papers Referenced in the Direct Testimony and Schedules of
Ralph c . Smith

**Confidential Pages have been Redacted**

Confidential Pa e No.
No. of

P a  e sMData Request/
Workpaper No.

Staff 5.8

Staff 10.1
Yes

Yes

Identification descriptions and costs for all environmental

projects for years 2017 through 2020 for which the cost

remove would be re wested throw h the ElS surchar e.
Projected cost information for the ElS with and without the

Four Comers' SCRs.

2  7

8  1 25

12



Attachment RCS-I7 Public
Docket No. E01345A-I6-0036

ARIZONA CORPORATION COMMISSION STAFF'§ge 2°f'2
F1FrH SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY REGARDING
THE APPLICATION TO APPROVE RATE SCHEDULES DESIGNED TO

DEVELOP A JUST AND REASONABLE RATE OF RETURN
DOCKET no. E-01345A-16-0036

AND
DOCKET no. E-01345A-16-0123

OCTOBER 4, 2016

Staff 5.8: Environmental Improvement Surcharqe.

a. Show in detail how the ElS has been calculated for 2015 and
2016.

b. Identify, describe and show the costs for all projects in 2017,
2018, 2019 and 2020 for which the cost recovery would be via
the ElS surcharge.

a.Response 1
1
9
\

For detail on the calculation of the ElS in the 2015 and 2016
filings, please refer to APS's attachments and response to Staff
5.56.

b. Please refer to Attachment APSRC01191 containing forecasted
environmental projects in 2017, 2018, 2019 and 2020, in
which recovery would be requested through the ElS surcharge.
The attachment is confidential and is being provided pursuant
to an executed confidentiality agreement.

Please note that the Selective Catalytic Reduction (SCR) direct
construction costs of approximately $400 million for these
federally mandated environmental projects are not included in
the attachment. APS seeks a cost deferral order and step
increase in rates to recover the SCR costs.

Witness: Leland Snook
Page 1 of  1



Attachment RCS-I7 Public
Docket No. E-01345A-I60036
Pages 312 of 12

PAGES 3-12 ARE

CONFIDENTIAL AND

HAVE BEEN REDACTED



Attachment RCS-I8 Public
Docket No. E-01345A-I6-0036
Page I of 5

Arizona Public Service Company
Docket No. E-01345A-16-0036

Attachment RCS-18
Copies of Highly Confidential APS' Responses to Data Requests

and Workpapers Referenced in the Direct Testimony and Schedules of
Ralph C. Smith

**APS Highly Confidential Pages Hav e Been Redacted**

Subect

Highly
Confidential
Information Pa e No.

Yes

No. of
Pa es

4

Data Request/
Work a r No.
Woodward 2.19 Cost of meter installation et unit.

Total Pa es Including this Pa e

.
o : e a

_ • • I _ M



Attachment RCS-l8 Public
Docket No. E-0 l345A- l 60036
Pages 2-5 of 5

PAGES 2-5 ARE

HIGHLY CDNFIDENTIALAND

HAVE BEEN REDACTED

l


